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EMPOWERMENT  ZONE  PROVISIONS  OF  THE 
OMNIBUS  BUDGET  RECONCILIATION  ACT 
OF  1993 


TUESDAY,  MARCH  22,  1994 

House  of  Representatives, 
Committee  on  Ways  and  Means, 
Subcommittee  on  Select  Revenue  Measures  and 

Subcommittee  on  Human  Resources, 

Washington,  D.C. 
The  subcommittees  met,  pursuant  to  call,  at  10  a.m.,  in  room 
1100,  Longworth  House  Office  Building,  Hon.  Charles  B.  Rangel 
(chairman  of  the  subcommittee)  presiding. 

[The  press  release  announcing  the  hearing  follows:] 
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FOR  IMMEDIATE  RELEASE  PRESS  RELEASE  #20 

MONDAY,  FEBRUARY  28,  1994        SUBCOMMITTEE  ON  SELECT  REVENUE 

MEASURES 
COMMITTEE  ON  WAYS  AND  MEANS 
U.S.  HOUSE  OF  REPRESENTATIVES 
1102  LONGWORTH  HOUSE  OFFICE  BLDG. 
WASHINGTON,  D.C.   20515 
TELEPHONE:   (202)  225-1721 


THE  HONORABLE  CHARLES  B.  RANGEL  (D.,  N.Y.),  CHAIRMAN, 
SUBCOMMITTEE  ON  SELECT  REVENUE  MEASURES,  AND 
THE  HONORABLE  HAROLD  E.  FORD  (D.,  TENN.),  CHAIRMAN, 

SUBCOMMITTEE  ON  HUMAN  RESOURCES, 

COMMITTEE  ON  WAYS  AND  MEANS,  U.S.  HOUSE  OF  REPRESENTATIVES, 

ANNOUNCE  A  PUBLIC  HEARING  ON  THE  IMPLEMENTATION 

OF  THE  EMPOWERMENT  ZONE  PROVISIONS  OF  THE 

OMNIBUS  BUDGET  RECONCILIATION  ACT  OF  1993 


The  Honorable  Charles  B.  Rangel  (D. ,  N.Y.),  Chairman, 
Subcommittee  on  Select  Revenue  Measures,  and  the  Honorable 
Harold  E.  Ford  (D.,  Tenn . ) ,  Chairman,  Subcommittee  on  Human 
Resources,  Committee  on  Ways  and  Means,  U.S.  House  of 
Representatives,  today  announced  that  the  Subcommittees  will  hold 
a  joint  public  hearing  on  the  implementation  of  the  empowerment 
zone  provisions  of  the  Omnibus  Budget  Reconciliation  Act  of  1993. 
The  hearing  will  be  held  on  Tuesday,  March  22,  1994,  beginning  at 
10:00  a.m.  in  the  Committee's  main  hearing  room,  1100  Longworth 
House  Office  Building. 

The  Subcommittees  will  receive  testimony  from  the 
Administration  and  invited  witnesses  only.   Any  individual  or 
organization,  however,  may  submit  a  written  statement  for 
consideration  by  the  Subcommittees  and  for  inclusion  in  the 
printed  record  of  the  hearing. 

In  announcing  this  hearing.  Chairman  Rangel  stated:   "After 
years  of  debate  and  discussion,  the  Congress  and  the  Admin- 
istration finally  have  enacted  empowerment  zone  legislation 
designed  to  help  revitalize  our  Nation's  most  distressed 
communities  and  to  provide  hope  to  their  residents.   As  a  long- 
time advocate  of  such  legislation,  I  am  gratified  to  have  had  the 
opportunity  to  work  with  the  Clinton  Administration  and  the 
Members  of  the  Committee  on  Ways  and  Means  in  ensuring  that 
meaningful  empowerment  zone  provisions  were  included  in  the 
revenue  and  human  resources  title  of  the  Omnibus  Budget 
Reconciliation  Act  of  1993.   I  strongly  believe  that  these 
provisions  can  play  a  critical  role  in  fostering  the  development 
of  those  communities  that  were  overlooked  all  too  often  in  the 
last  decade.   I  look  forward  to  receiving  testimony  on  how  the 
Administration  is  implementing  this  landmark  program." 

Chairman  Ford  further  stated:   "There's  an  old  saying:   "It 
takes  an  entire  village  to  raise  a  child. '   Americans  value  their 
independence,  but  we  are  collectively  responsible  for  securing 
our  Nation's  future  through  our  children  and  the  society  we 
build.   The  empowerment  zone  provisions  of  the  1993  budget  bill 
recognize  these  responsibilities.   Too  many  children  in  America 
live  in  economically  distressed  communities,  often  without 
stable,  nurturing  families.   The  beauty  of  this  legislation  is 
that  it  gives  communities  a  chance  to  address  both  economic  and 
human  development  needs.   In  combination  with  health  care  and 
welfare  reform,  and  other  family  initiatives,  this  legislation 
provides  real  hope  to  our  youngest  and  most  vulnerable  ri.izens. 
I  look  forward  to  hearing  from  Administration  officials  about  the 
strategic  planning  process  ongoing  in  communities  across  the 
country,  and  the  ability  for  concerned  citizens  in  each  community 
to  participate  in  that  process." 
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WRITTEN  STATEMENTS  IN  LIEU  OF  PERSONAL  APPEARANCE: 

Persons  submitting  written  statements  for  the  printed  record 
of  the  hearing  should  submit  at  least  six  (6)  copies  by  the 
close  of  business  on  Tuesday,  April  5,  1994,  to  Janice  Mays, 
Chief  Counsel  and  Staff  Director,  Committee  on  Ways  and  Means, 
U.S.  House  of  Representatives,  1102  Longworth  House  Office 
Building,  Washington,  D.C.  20515.   If  those  filing  written 
statements  for  the  record  of  the  printed  hearing  wish  to  have 
their  statements  distributed  to  the  press  and  the  interested 
public,  they  may  provide  100  additional  copies  for  this  purpose 
to  the  Select  Revenue  Measures  Subcommittee  office,  room  1105 
Longworth  House  Office  Building,  before  the  hearing  begins. 
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Chairman  Rangel.  Good  morning.  The  subcommittees  will  come 
to  order,  and  the  Chair  yields  to  the  chairman  of  the  full  commit- 
tee, Chairman  Rostenkowski. 

Chairman  Rostenkowski.  Thank  you,  Mr.  Chairman,  it  is  a 
pleasure  to  be  here  with  you  this  morning. 

Mr.  Rangel,  I  am  proud  to  have  worked  with  you  and  the  Clinton 
administration  in  enacting  empowerment  zone  legislation.  I  believe 
that  this  legislation  will  be  a  strong  tool  for  State  and  local  govern- 
ments to  use  in  helping  residents  of  distressed  communities. 

For  all  too  many  years,  the  Congress  has  been  hearing  of  the 
desperate  conditions  in  many  of  our  Nation's  neighborhoods.  In 
large  cities,  small  towns,  and  communities  across  this  Nation, 
there  are  Americans  who  desperately  want  to  work  but  cannot  get 
jobs,  who  want  safe  places  for  their  families  to  live  but  cannot  find 
decent  affordable  housing,  and  who  want  to  provide  a  better  future 
for  their  children  but  seem  to  be  losing  hope. 

Likewise,  for  many  years  the  Committee  on  Ways  and  Means  has 
worked  on  enacting  legislation  that  would  test  to  see  whether  the 
problems  of  our  Nation's  most  distressed  communities  could  be 
helped  through  targeting  tax  incentives  to  those  areas. 

However,  getting  such  legislation  enacted  was  not  easy.  The  pre- 
vious administration  vetoed  legislation  that  contained  empower- 
ment zone  provisions  on  two  occasions. 

Further,  even  though  the  Clinton  administration  made  enacting 
empowerment  zone  legislation  a  priority  in  its  budget  last  year, 
getting  that  legislation  through  Congress  was  a  tough  fight  to  win. 

Fortunately,  we  succeeded  not  only  in  providing  tax  incentives 
for  empowerment  zones  and  enterprise  communities  but  also  in 
adding  funding  provisions  that  recognize  the  crucial  importance  of 
social  services.  With  this  funding,  more  at-risk  individuals  and 
families  will  receive  the  support  they  need  to  become  good  parents 
and  productive  citizens  through  such  services  as  substance  abuse 
treatment,  child  care  and  family  support  programs,  youth  develop- 
ment and  employment  initiatives,  and  violence  prevention  pro- 
grams. 

I  believe,  Mr.  Chairman,  that  this  hearing  is  important  to  con- 
tinue our  efforts  in  ensuring  that  the  program  is  meaningful,  and 
I  look  forward  to  continuing  to  work  with  this  administration  in 
confronting  and  solving  the  difficult  problems  that,  unfortunately, 
too  many  Americans  face  daily. 

Thank  you,  Mr.  Chairman. 

Chairman  Rangel.  Thank  you  Mr.  Rostenkowski. 

Let  me  say  that  without  your  leadership  and  support  this  would 
not  be  the  law  today.  Most  people  have  no  idea  how  long  this  so- 
called  empowerment  zone  legislation  remained  in  this  committee. 
But  it  was  here  just  with  tax  incentives  and  corporations,  and  most 
all  of  us  thought  that  unless  we  could  create  a  climate  that  would 
invite  businesses  in  for  the  opportunity  to  provide  jobs,  make  a 
profit  and  take  advantage  of  the  credit,  that  it  was  just  too  expen- 
sive an  initiative  to  even  consider. 

But  when  we  see  now  that  resources  are  made  available  to  invest 
in  human  and  health  services,  in  making  certain  that  crime  is  re- 
duced and  we  can  have  productive  work  forces,  as  I  think  we  now 
have  provided  an  alternative  for  businesses  to  leave  these  cities 


and  inner  cities  and  to  take  advantage  of  the  opportunity  that  ex- 
ists in  the  empowerment  zones.  So  I  would  like  to  thank  you,  Mr. 
Chairman,  as  we  move  forward. 

And  we  have  now  with  us  the  people  from  the  administration  to 
share  with  us  just  how  they  think  this  is  going  to  work,  whether 
additional  changes  would  have  to  be  made,  just  how  effective  has 
outreach  been  in  terms  of  getting  community  people  to  make  appli- 
cation and  also  to  hear  from  our  chairman  and  ranking  member  as 
to  how  they  see  this  hearing  this  morning.  And  so  the  Chair  yields 
to  Chairman  Harold  Ford. 

Chairman  Ford.  Thank  you  very  much,  Chairman  Rangel,  and 
let  me,  too,  associate  myself  with  your  remarks  about  the  distin- 
guished chairman  of  the  full  committee.  To  think  in  terms  of  the 
moneys  being  allocated  for  empowerment  zones  in  this  country,  one 
must  recognize  the  leadership  of  the  full  committee  chairman.  I, 
too,  applaud  his  efforts. 

But,  Mr.  Rangel,  I  must  applaud  you  sincerely.  You  have  been 
one  in  the  forefront  of  enterprise  and  empowerment  zones  and  cer- 
tainly a  great  warrior  in  this  area. 

When  we  think  in  terms  of  poverty,  unemployment,  violence  and 
crime  and  the  declining  numbers  of  stable  and  two-parent  families, 
teen  parenthood,  child  neglect  and  abuse,  these  issues  facing  chil- 
dren and  families  in  distressed  communities  highlight  our  society's 
failure  to  invest  in  human  potential  and  to  provide  economic  oppor- 
tunity to  all  of  its  members.  Rather  than  invest  at  the  front  end 
to  build  nurturing  families  and  communities,  we  mark  time  while 
families  and  communities  struggle  and  crumble  in  most  inner  cities 
as  well  as  rural  areas  throughout  America. 

The  wealthiest  nation  on  earth  spends  lavishly  for  prisons,  foster 
care,  reformatory  institutions  and  emergency  health  care  and  too 
little  on  preventive  measures  that  will  ensure  stability  of  care  and 
opportunities  for  the  next  generation. 

In  its  final  report,  the  distinguished  members  of  the  National 
Commission  on  Children  summed  up  the  consequences  of  our  ne- 
glect: "America's  potential  as  a  democratic  nation,  a  world  leader, 
and  an  economic  power  will  depend  as  much  on  youngsters  who  are 
ill  educated,  alienated  or  poor  as  on  those  who  are  more  advan- 
taged. 

For  them,  and  for  the  Nation,  the  years  to  come  will  be  less  safe, 
less  caring,  less  free,  unless  we  act." 

In  measured  steps,  President  Clinton  has  asked  America  to  act, 
by  supporting  initiatives  that  strengthen  families  and  communities 
throughout  this  country,  and  I,  too,  agree  with  him,  as  one  Member 
of  this  Congress.  These  important  initiatives  include  expansions  of 
the  earned  income  tax  credit;  funding  for  community-based  family 
support  programs;  universal  health  insurance  coverage;  and  a  re- 
vamped, jobs-oriented  welfare  program. 

In  addition,  the  President  joined  Congress  to  guarantee  targeted 
funding  to  distressed  communities,  through  the  empowerment  zone 
provisions  of  the  1993  budget  bill  which  will  be  discussed  here 
today,  with  the  witnesses  from  the  administration  and  others. 

With  a  major  investment  of  social  services  funding,  the 
empowerment  zone  proposal  provides  a  rare  opportunity  for  com- 
munities to  address  human  development  needs  as  well  as  pure  eco- 


nomic  development  needs.  In  addition  to  expanding  job  opportuni- 
ties for  those  ready  to  work,  the  proposal  asks  communities  to  ad- 
dress the  needs  of  their  most  vulnerable  residents  who,  without 
help,  might  not  succeed  as  parents,  workers  or  citizens  of  this 
country. 

Ultimately,  in  a  mobile  and  free  society,  we  will  accomplish  as 
much  by  building  the  skills  and  strengths  of  individuals  and  fami- 
lies as  we  will  by  developing  communities  and  creating  jobs. 

From  past  geographically-targeted  initiatives  we  nave  learned 
that  one  key  to  success  will  be  the  willingness  of  a  broad  spectrum 
of  public  and  private  entities  to  work  hand  in  hand,  drawing  on 
each  others'  strengths  for  the  sake  of  the  community  and  the  good 
of  the  citizens. 

For  this  to  happen  on  the  ground,  Federal  implementing  agencies 
must  lead  the  way.  I  am  especially  pleased  that  officials  from  the 
Departments  of  Housing  and  Urban  Development,  Agriculture,  and 
Health  and  Human  Services  have  joined  us  today.  Each  of  these 
agencies  and  their  State  and  local  counterparts  has  valuable  exper- 
tise and  resources  that  will  be  crucial  to  the  success  of  the  efforts 
of  empowerment  zones  in  this  country. 

Mr.  Chairman,  thank  you  very  much  for  giving  me  this  time,  and 
I  am  happy  to  join  with  you  to  conduct  these  joint  hearings  where 
we  hear  from  the  administration  and  the  other  witnesses  who  will 
be  testifying. 

[The  opening  statement  of  Chairman  Ford  follows:] 


OPENING  STATEMENT 

THE  HONORABLE  HAROLD  E.  FORD,  CHAIRMAN, 

SUBCOMMITTEE  ON  HUMAN  RESOURCES, 

COMMITTEE  ON  WAYS  AND  MEANS 

Joint  Hearing  on  Implementation  of  the  Empowerment  Zone  Provisions  of  the 
Omnibus  Budget  Reconciliation  Act  of  1993 

March  22,  1994 


Poverty.    Unemployment.    Violence  and  crime.    Declining  numbers  of  stable, 
two-parent  families.    Teen  parenthood.    Child  neglect  and  abuse.    These  issues 
facing  children  and  families  in  distressed  communities  highlight  our  society's  failure 
to  invest  in  human  potential,  and  to  provide  economic  opportunity  to  all  of  its 
members.    Rather  than  invest  at  the  front  end  to  build  nurturing  families  and 
communities,  we  mark  time  while  families  and  communities  struggle  and  crumble. 
The  wealthiest  nation  on  earth  spends  lavishly  for  prisons,  foster  care,  reformatory 
institutions,  and  emergency  health  care,  and  too  little  on  preventive  measures  that 
will  ensure  stability  of  care  and  opportunities  for  the  next  generation. 

In  its  final  report,  the  distinguished  members  of  the  National  Commission  on 
Children  summed  up  the  consequences  of  our  neglect:    "America's  potential  as  a 
democratic  nation,  a  world  leader,  and  an  economic  power  will  depend  as  much  on 
youngsters  who  are  ill  educated,  alienated  or  poor  as  on  those  who  are  more 
advantaged.    For  them,  and  for  the  nation,  the  years  to  come  will  be  less  safe,  less 
caring,  less  free,  unless  we  act." 

In  measured  steps,  President  Clinton  has  asked  Americans  to  act,  by 
supporting  initiatives  that  strengthen  families  and  communities.    These  important 
initiatives  include  expansions  of  the  earned  income  tax  credit;  funding  for 
community-based  family  support  programs;  universal  health  insurance  coverage; 
and  a  revamped,  jobs-oriented  welfare  program.    In  addition,  the  President  joined 
Congress  to  guarantee  targeted  funding  to  distressed  communities,  through  the 
empowerment  zone  provisions  of  the  1993  budget  bill  which  we  will  discuss  today. 

With  a  major  investment  of  social  services  funding,  the  empowerment  zone 
proposal  provides  a  rare  opportunity  for  communities  to  address  human 
development  needs,  as  well  as  pure  economic  development  needs.    In  addition  to 
expanding  job  opportunities  for  those  ready  to  work,  the  proposal  asks 
communities  to  address  the  needs  of  their  most  vulnerable  residents  who,  without 
help,  might  not  succeed  as  parents,  workers  or  citizens.    Ultimately,  in  a  mobile 
and  free  society,  we  will  accomplish  as  much  by  building  the  skills  and  strengths  of 
individuals  and  families,  as  we  will  by  developing  communities  and  creating  jobs. 

From  past  geographically-targeted  initiatives,  we've  learned  that  one  key  to 
success  will  be  the  willingness  of  a  broad  spectrum  of  public  and  private  entities  to 
work  hand-in-hand,  drawing  on  each  others'  strengths  for  the  sake  of  the 
community.    For  this  to  happen  on  the  ground,  Federal  implementing  agencies  must 
lead  the  way.    I  am  especially  pleased  that  officials  from  the  Departments  of 
Housing  and  Urban  Development,  Agriculture,  and  Health  and  Human  Services 
have  joined  us  today.    Each  of  these  agencies,  and  their  State  and  local 
counterparts,  has  valuable  expertise  and  resources  that  will  be  crucial  to  the 
success  of  this  effort. 


8 

Chairman  Rangel.  Thank  you,  Chairman  Ford. 

Mr.  Hancock. 

Mr.  HANCOCK.  Thank  you,  Mr.  Chairman. 

There  is  absolutely  no  question  but  that  it  is  a  responsibility  of 
government  to  provide  opportunity  for  our  citizens.  Also,  I  think 
and  I  really  believe,  Mr.  Chairman,  that  this  effort  should  stress 
the  responsibility  of  the  individual,  rather  than  merely  the  respon- 
sibility of  government. 

I  think  that  is  what  the  American  people  want.  I  think  that  is 
what  the  people  living  in  these  areas  that  you  are  trying  to  address 
want.  They  don't  want  government  to  control  everything.  They 
merely  want  opportunity,  and  I  think  that  that  is  why  I  support 
the  efforts  that  you  are  doing  and  will  do  everything  I  can  to  assist 
you  in  giving  these  disadvantaged  people  the  opportunity  while 
stressing  that  they  have  responsibility  to  take  advantage  of  those 
opportunities  if,  in  fact,  we  can  provide  them. 

Thank  you,  Mr.  Chairman. 

Chairman  Rangel.  I  thank  the  gentlemen  for  his  statement  and 
his  support. 

Mr.  Camp. 

Mr.  Camp.  Thank  you,  Mr.  Chairman. 

I  just  want  to  commend  Chairman  Rangel  and  Chairman  Rosten- 
kowski  whom  I  know  have  worked  long  and  hard  on  this  issue.  I 
am  here  today  because  I  am  very  interested  in  this  as  well  and 
want  to  see  what  I  can  do  to  help  see  that  this  is  implemented. 

Thank  you  very  much. 

Chairman  Rangel.  This  panel  is  headed  by  the  distinguished 
chief  deputy  whip  of  the  House  of  Representatives,  Bill  Richardson 
of  New  Mexico.  He  has  with  him  the  mayor  of  the  city  of  Farming- 
ton,  N.  Mex.,  Thomas  Taylor;  the  mayor  pro  tern  of  the  city  of  Gal- 
lup, N.  Mex.,  Patrick  Butler;  and  the  executive  director  of  the 
Northwest  New  Mexico  Council  of  Governments,  Patricia 
Lundstrom. 

Mr.  Richardson,  your  full  statement  will  be  entered  into  the 
record,  and  you  may  proceed  in  the  manner  that  you  feel  most  com- 
fortable. 

STATEMENT  OF  HON.  BILL  RICHARDSON,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  NEW  MEXICO; 
ACCOMPANIED  BY  HON.  THOMAS  TAYLOR,  MAYOR,  CITY  OF 
FARMINGTON,  N.  MEX.;  HON.  PATRICK  BUTLER,  MAYOR  PRO 
TEM,  CITY  OF  GALLUP,  N.  MEX.;  AND  PATRICIA  LUNDSTROM, 
EXECUTIVE  DIRECTOR,  NORTHWEST  NEW  MEXICO  COUNCIL 
OF  GOVERNMENTS 

Mr.  Richardson.  Mr.  Chairman,  thank  you  very  much.  And 
Chairman  Rostenkowski,  members  of  the  subcommittee,  it  is  an 
honor  to  appear  before  you  today. 

I  want  to  thank  the  committee  for  including  Indian  tribes  in  the 
Omnibus  Budget  Reconciliation  Act  of  1993.  I  believe  that  the  ac- 
celerated depreciation  provision  and  the  employment  tax  incentive 
will  go  a  long  way  toward  providing  opportunities  for  Indian  people 
and  will  help  to  stimulate  economies  on  reservations  across  this 
land. 


However,  our  work  is  not  yet  complete.  My  original  proposal  was 
for  investment  tax  credits  for  Indian  lands,  and  I  will  be  back  to 
try  to  attain  that  goal  on  another  day. 

In  addition,  I  intend  to  introduce  legislation  in  the  near  future 
which  will  allow  Indian  tribes  to  share  in  the  title  XX  funds  under 
the  Social  Security  Act,  so  I  have  more  work — more  excellent  work 
ahead  for  you  in  the  weeks  and  days  ahead,  Mr.  Chairman. 

Mr.  Chairman,  as  chairman  of  the  Subcommittee  on  Native 
American  Affairs,  I  have  become  all  too  familiar  with  the  statistics 
of  Indian  country.  The  situation  is  grim.  There  are  93,000  homeless 
or  underhoused  Indians.  Unemployment  rates  on  reservations  have 
always  exceeded  50  percent.  As  a  result  of  poverty,  Indians  have 
the  shortest  lifespans  and  the  highest  rates  of  diseases  which  range 
from  fetal  alcohol  syndrome  to  diabetes  to  tuberculosis. 

Mr.  Chairman,  my  subcommittee  is  constantly  searching  for  new, 
innovative  ways  to  provide  economic  development  to  these  pockets 
of  poverty — the  Indian  reservations  of  America.  From  Alaska  to 
Florida,  from  Maine  to  Southern  California,  Indian  country  is  at 
the  bottom  rung  of  the  economic  ladder. 

In  my  role  as  the  Representative  from  the  third  district  of  New 
Mexico,  it  is  my  goal  to  see  economic  growth  in  all  of  northern  New 
Mexico,  Indian  and  non-Indian.  I  hope  that  some  solution  to  the 
problem  presented  today  may  be  found  which  will  help  maintain 
the  integrity  of  the  original  act,  protect  the  Indian  country  and 
stimulate  investment  in  the  region. 

Mr.  Chairman,  briefly,  the  cities  of  Gallup  and  Farmington  bor- 
der on  the  Navajo  Reservation.  They  have  had  numerous  contacts 
over  the  years  with  the  Navajo  Tribe  on  issues  relating  to  alcohol 
prevention  cooperation,  infrastructure,  cultural  events,  many  other 
very  viable  partnerships  that  exist  between  these  two  cities  and 
the  Navajo  Reservation.  They  are  almost  one  and  the  same.  And 
their  assertion  is  that  the  way  the  law  is  written  they  cannot  be 
designated  an  empowerment  zone  or  enterprise  community. 

Their  statement  has  been  submitted  for  the  record  and  should 
answer  any  detailed  questions  about  their  problem.  According  to 
their  statement,  other  States  may  be  impacted.  They  are  here,  as 
you  stated,  Mr.  Chairman,  to  respond  to  questions  about  their  situ- 
ation. 

Here  with  me  are  the  mayor  of  Farmington,  Tom  Taylor;  Patrick 
Butler,  the  mayor  pro  tern  of  Gallup;  and  Patricia  Lundstrom  of  the 
New  Mexico  Council  of  Governments. 

Mr.  Chairman,  I  strongly  urge  that  in  your  review  of  this  issue, 
which  I  think  is  very  legitimate  to  these  leaders  in  northwest  New 
Mexico,  that  your  review  of  this  matter  include  the  participation  of 
the  Navajo  Nation  which  was  so  instrumental  in  the  passage  of  the 
Indian  provisions  in  the  tax  bill,  as  well  as  other  Indian  tribes 
across  the  United  States. 

I  will  be  providing  the  committee  with  a  letter  from  President 
Peter  Zah  of  the  Navajo  Nation  which  indicates  that  his  tribe  is 
studying  this  issue  at  this  time. 
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Mr.  Chairman,  I  thank  the  committee  for  its  intensive  interest 
in  this  issue  and  the  opportunity  to  testify.  Regrettably,  as  the 
Chairman  knows,  I  have  to  leave,  but  these  experts  here,  these 
New  Mexicans,  are  here  to  answer  any  questions  that  you  may 
have. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statements  and  attachments  follow:] 
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TESTIMONY  OF  THE  HONORABLE  BILL  RICHARDSON 
MEMBER  OF  CONGRESS 

BEFORE  THE 

SUBCOMMITTEE  ON  SELECT  REVENUE  MEASURES,  AND  THE 

SUBCOMMITTEE  ON  HUMAN  RESOURCES  OF  THE 

COMMITTEE  ON  WAYS  AND  MEANS 

U.S.  HOUSE  OF  REPRESENTATIVES 

ON  THE  IMPLEMENTATION  OF  THE  EMPOWERMENT  ZONE  PROVISIONS 

OF  THE  OMNIBUS  BUDGET  RECONCILIATION  ACT  OF  1993 

March  22,  1994 


Good  morning,  Mr.  Chairman  and  Members  of  the  Committee.  It  is  an  honor  to 
appear  before  you  today.  I  would  like  to  take  this  opportunity  to  thank  the  Committee  for 
including  Indian  tribes  in  the  Omnibus  Budget  Reconciliation  Act  of  1993.  I  believe  the 
accelerated  depreciation  provision  and  the  employment  tax  incentive  will  go  a  long  way 
toward  providing  opportunities  for  Indian  people  and  will  help  to  stimulate  economies  on 
reservations  across  this  land. 

However,  our  work  is  not  yet  complete.  My  original  proposal  was  for  investment  tax 
credits  for  Indian  lands  and  I  will  be  back  to  try  to  attain  that  goal  on  another  day.  In 
addition,  I  intend  to  introduce  legislation  in  the  near  future  which  will  allow  Indian  tribes 
to  share  in  the  Title  XX  funds  under  the  Social  Security  Act.  So  I  have  more  work  for  your 
Committee  in  the  days  and  weeks  ahead. 

Mr.  Chairman,  as  Chairman  of  the  Subcommittee  on  Native  American  Affairs,  I  have 
become  all  too  familiar  with  the  statistics  of  Indian  country.  The  situation  is  grim.  There 
are  93,000  homeless  or  underhoused  Indians.  Unemployment  rates  on  reservations  have 
always  exceeded  fifty  percent.  As  a  result  of  poverty,  Indians  have  the  shortest  life  spans 
and  the  highest  rates  of  diseases  which  range  from  fetal  alcohol  syndrome  to  diabetes  to 
tuberculosis. 

Mr.  Chairman,  my  Subcommittee  is  constantly  searching  for  new,  innovative  ways  to 
provide  economic  development  to  these  pockets  of  poverty  -  the  Indian  reservations  of 
America.  From  Alaska  to  Florida,  from  Maine  to  Southern  California,  Indian  country  is  at 
the  bottom  rung  of  the  economic  ladder. 

In  my  role  as  the  Congressman  from  the  3rd  District  of  New  Mexico,  it  is  my  goal  to 
see  economic  growth  in  all  of  Northern  New  Mexico,  Indian  and  non-Indian.  I  hope  that 
some  solution  to  the  problem  presented  today  may  be  found  which  will  help  maintain  the 
integrity  of  the  original  Act,  protect  the  Indian  nations,  and  stimulate  investment  in  the 
region. 

Briefly,  the  Cities  of  Gallup  and  Farmington  border  on  the  Navajo  Reservation. 
Their  assertion  is  that  the  way  the  law  is  written  they  cannot  be  designated  an 
Empowerment  Zone  or  Enterprise  community.  Their  statement  has  been  submitted  for  the 
record  and  should  answer  any  detailed  questions  about  their  problem.  According  to  their 
statement,  other  states  may  be  impacted.  They  are  here  to  respond  to  questions  about  their 
situation.  Here  with  me  are  the  Mayor  of  Farmington,  New  Mexico,  the  Honorable  Thomas 
Taylor;  the  Honorable  Patrick  Butler,  Mayor  Pro-Tern  of  Gallup,  New  Mexico;  and  Ms. 
Patricia  Lundstrom,  attorney-at-law. 

Mr.  Chairman,  I  strongly  urge  that  your  review  of  this  matter  include  the  participation 
of  the  Navajo  Nation,  which  was  so  instrumental  in  the  passage  of  the  Indian  provisions  in 
the  tax  bill,  as  well  as  other  Indian  tribes  across  the  United  States.  I  will  be  providing  the 
Committee  with  a  letter  from  President  Zah  of  the  Navajo  Nation  which  indicates  that  his 
tribe  is  studying  this  issue. 

Again,  I  thank  the  Committee  for  your  interest  in  this  matter  and  the  opportunity  to 
testify.   I  have  to  leave,  but  these  New  Mexicans  are  here  to  answer  your  questions. 
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<U.&.  Ijousc  of  ivrprcsrntatiUcs 

Committee  on 

Natural  ifvrsourcrs 

Washington,  SC  20515-6201 

April  5,  1994 


RANKING  REPUBLICAN  » 


The  Honorable  Charles  B.  Rangel 

Chairman 

Subcommittee  on  Select  Revenue  Measures 

Committee  on  Ways  and  Means 

1105  Longworth  HOB 

Washington,  D.C.  20515 

Dear  Mr.  Chairman, 

Again,  I  appreciate  the  opportunity  to  appear  before  your  subcommittee  on  March 
22,  1994.  As  I  mentioned  in  my  statement,  I  am  respectfully  requesting  that  the  enclosed 
letter  and  testimony  from  the  Navajo  Nation  be  made  a  part  of  the  hearing  record. 

Thank  you  for  your  kind  consideration  of  this  request  and  for  your  continuing  interest 
in  Indian  affairs. 

Sincerely, 


Pil(  f^Luuk^i 


BILL  RICHARDSON 

Chairman 

Subcommittee  on  Native  American  Affairs 


Enclosure 
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NAVAJO  NATION  WASHINGTON  OFFICE 

FAITH  R  ROESSEL,  ESQ 
PETERSON  ZAH  IXJCLT/VX  DIRICTOK 

ntsswsNT  Committee  on  Finance 

Marshall  pluioier  United  States  Senate  >"» 1T™  «*■"• NW-  s^1™ ! 

MARSHALL  PLUMMER  WASHINGTON.  OC  MM 

VICS  WSSIDKNT  TELEPHONE  «»  TTMm 

Hearings  on  Administration's  Tax  Proposals  facsimile  bobttmo™ 

(April,  1993) 

STATEMENT  OF  PETERSON  ZAH, 

PRESIDENT  OF  THE  NAVAJO  NATION, 

ON 

INDIAN  EMPLOYMENT  AND  INVESTMENT  TAX  INCENTIVES 

TO  ADDRESS  INDIAN  COUNTRY  UNEMPLOYMENT 
AND  INFRASTRUCTURE  DEFICIENCIES 


My  name  is  Peterson  Zah.  I  am  the  elected  President  of  the  Navajo  Nation,  the 
country's  largest  Indian  tribe.  Spanning  the  states  of  Arizona,  New  Mexico  and  Utah,  the 
Navajo  Nation  has  a  total  land  area  equivalent  in  size  to  the  State  of  West  Virginia,  and  en- 
compasses almost  one-third  of  all  American  Indian  lands  in  the  Lower-48  states. 

I  thank  the  Chairman  and  the  Members  of  the  Committee  for  the  opportunity  to  sub- 
mit this  written  statement  for  inclusion  in  the  hearing  record.  My  statement  is  in  strong  sup- 
port of  the  "Indian  Employment  and  Investment"  tax  incentives  about  which  the  Navajo  Na- 
tion previously  testified  before  this  Committee  in  February,  1992,  and  which  the  102d  Con- 
gress subsequently  enacted  last  October  as  Sections  1131  and  1 132  of  H.R.  1 1,  the  "Revenue 
Act  of  1992."  But  for  President  Bush's  veto  of  that  legislation  on  the  day  following  the  gen- 
eral election,  those  Indian  country  incentives  could,  as  we  speak,  be  helping  tribal  leaders 
in  32  states  address  what  I  described  last  year  as  "the  deplorable  conditions  existing  in  Indian 
country  -  conditions  which  truly  are  a  national  disgrace." 

The  Indian  country  tax  incentives  which  Congress  passed  in  H.R.  1 1  have  now  been 
re-introduced  in  the  Senate  and  the  House  as  S.  211  and  H.R.  1325,  respectively.  With  a 
proven  legislative  track  record,  these  measures  have  continuing  bipartisan  support;  to  date, 
five  Members  of  this  Committee  -  from  both  sides  of  the  aisle  -  are  co-sponsors  of  S.  211. 

The  purposes  of  my  statement  are  threefold.  First,  to  make  you  aware  of  Indian 
country  conditions  that  cry  out  for  the  type  of  innovative,  private  sector-oriented  economic 
development  tools  that  these  tax  incentives  represent.  Second,  to  explain  why  these  Indian 
country  tax  incentives  -  because  they  can  potentially  benefit  all  of  Indian  country  -  are  far 
superior  to  the  Administration's  pending  proposals  to  establish  just  one  Indian  "empower- 
ment zone"  and  five  Indian  "enterprise  communities."    Finally,  I  will  attempt,  with  all  the 
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persuasive  powers  at  my  disposal,  to  convince  you  of  the  urgent  need  for,  and  the  singular 
importance  of,  adoption  of  these  Indian  country  tax  incentives  by  the  Committee  in  the  1993 
tax  legislation  that  you  will  report  to  the  full  Senate. 


CONDITIONS  IN  INDIAN  COUNTRY 

Indian  Unemployment  and  Poverty  --  56%.  For  American  Indians,  56%  is  a  tragic  number, 
because  it  constitutes  the  average  Indian  unemployment  rate  on  reservations  throughout  the 
United  States.  As  Chairman  Daniel  K.  Inouye  reported  during  the  Select  Committee  on  In- 
dian Affairs  1989  hearings  on  Indian  economic  development: 

The  unemployment  rate  on  the  majority  of  Indian  reservations  is  simply  in- 
comprehensible to  the  average  American.  During  the  height  of  the  so-called 
Great  Depression  in  the  1930's,  unemployment  averaged  25  to  30%.  In  1989 
the  average  rate  in  Indian  country  is  52%! 

In  1993.  that  rate  is  56%. 

The  conditions  of  poverty  that  persist  throughout  Indian  country  are  unspeakable. 
Despite  our  reputation  as  one  of  the  tribes  which  is  "better  off,"  56%  --  coincidentally  --  of 
Navajo  people  live  below  the  poverty  level.  It  is  not  unusual  for  households  at  reservations 
across  the  country  to  lack  telephone  service,  or  electricity,  or  running  water,  or  all  of  the 
above.  The  result  is  that  here,  within  the  borders  of  the  United  States  of  America,  most  res- 
ervations have  living  conditions  which  are  far  worse  than  exist  in  many  of  the  Third  World 
countries  to  which  the  federal  government  provides  substantial  foreign  aid. 

Stated  simply,  there  is  no  single  group  of  U.S.  citizens  that  —  uniformly  -  is  more 
economically-deprived  than  American  Indians  living  on  reservations;  there  is  no  classifiable 
set  of  locations  that  -  uniformly  --  is  more  deficient  in  infrastructure  and  job  opportunities 
than  Indian  reservations. 

Disincentives  to  Private  Sector  Investment  in  Indian  Country  -  If  one  were  to  travel  reserva- 
tion-by-reservation -  across  32  states  -  he  or  she  would  well  understand  the  economic  depri- 
vation that  tribal  leaders  and  Indian  people  confront  each  and  every  day.  We  work  very 
hard  to  attract  new  private  sector  jobs  and  investment  to  our  reservations.  The  Navajo  Na- 
tion, for  example,  offers  the  advantages  of  a  large  workforce,  rich  natural  resources,  an  ideal 
location,  and  a  well-trained,  sophisticated  three-branch  government.  However,  tribal  leaders' 
efforts  are  continuously  undercut  by  a  variety  of  obstacles  --  endemic  to  investing  on  reserva- 
tions -  that  have  prevented  Indian  country  economies  from  securing  their  fair  share  of  the 
business  and  jobs  in  this  country. 

First  and  foremost  are  massive  infrastructure  deficiencies.  For  example,  the  Navajo 
reservation  has  2,000  miles  of  paved  roads,  while  West  Virginia  is  the  same  size  and  has 
18,000  miles.  Many  of  the  dirt  roads  on  which  our  people  heavily  depend  are  simply  impas- 


15 


sible  when  the  weather  is  bad.  As  noted  above,  even  something  so  basic  as  telephone  ser- 
vice is  lacking  in  Indian  country;  over  half  of  all  reservation  Indian  households  lack  basic  tele- 
phone service.  Roads,  telephones,  electricity,  etc.  are  taken  for  granted  by  investors/employ- 
ers even  in  the  most  distressed  inner  cities  of  the  United  States,  but  their  absence  from  large 
portions  of  Indian  country  poses  a  daunting  bairier  to  tribal  leaders'  attempts  to  attract  new 
private  sector  investment  and  jobs. 

Another  significant  disincentive  to  economic  development  ~  which  I  hope  the  Com- 
mittee will  address  in  the  future  -  is  the  growing  problem  of  "double  taxation,"  wherein 
states  increasingly  are  assessing  taxes  on  non-Indian  business  activities  permitted  by.  and  oc- 
curring wholly  on,  Indian  lands.  As  I  explained  in  July  of  1991  to  the  House  Ways  and 
Means  Subcommittee  on  Select  Revenue  Measures: 

This  double  taxation  interferes  with  our  ability  to  encourage  economic  activity 
and  to  develop  effective  revenue  generating  tax  programs. 


We  find  it  especially  hard  to  attract  business  to  the  reservation  unless  we 
make  concessions  that  nearly  defeat  the  purpose  of  wanting  to  attract  business 
to  the  reservation  in  the  first  place. 


These  infrastructure  deficiencies,  double  taxation  and  related  problems  lead  to  the 
same  result  nationwide  ~  Indians  do  not  compete  on  a  level  playing  field  with  even  the  most 
economically  distressed  non-Indian  areas.  As  a  result.  Indian  country  is  typically  left  behind, 
or  left  out  altogether,  from  economic  development  opportunities.  To  help  level  that  playing 
field,  and  to  provide  tribal  governments  and  Indian  country  business  planners  with  additional 
tools  to  compete,  the  Navajo  Nation  believes  that  new  approaches  --  tied  to  the  tax  code, 
and  geared  to  the  private  sector  --  must  be  tried. 


INDIAN  EMPLOYMENT  AND  INVESTMENT  TAX  INCENTIVES 

Indian  Country  Tax  Incentives:  The  Preferred  Approach  --  I  will  not  review  in  detail  the 
specifics  of  the  "Indian  Employment  and  Investment"  tax  incentives.  They  were  added  to 
H.R.  11  by  the  Senate,  and  thereafter  adopted  by  the  full  Congress  in  October,  1992.  The 
legislative  language  is  set  forth  at  pages  45  -  53  of  the  "Conference  Report  to  Accompany 
H.R.  11"  (H.R.  Report  No.  102-1034,  issued  October  5,  1992);  the  Conference  Committee's 
detailed  explanation  of  those  Indian  country  tax  incentives  can  be  found  at  pages  715  -718 
and  721  -  725  of  the  Report. 

In  summary,  the  Employment  Credit  provides  for  a  10%  credit  to  the  employer  based 
on  the  qualified  wages  and  qualified  health  insurance  costs  paid  to  an  Indian.  As  an  added 
incentive,  a  significantly  higher  employment  credit  of  30%  is  offered  to  reservation  em- 
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ployers  having  an  Indian  workforce  of  at  least  85%.  The  credit,  which  is  limited  to  "new 
hires"  and  to  those  employees  who  do  not  receive  wages  in  excess  of  $30,000,  focuses  on  job 
creation  and  would  be  allowed  only  for  the  first  seven  years  of  an  Indian's  employment. 

The  Investment  Tax  Credit  is  geared  specifically  to  reservations  where  Indian  unem- 
ployment levels  exceed  the  national  average  by  at  least  300%.  The  legislation  provides  10% 
for  personal  property.  15%  for  new  construction  property  and  15%  for  infrastructure  invest- 
ment on  or  near  reservations.  (If  a  nationwide  investment  tax  credit  and/or  employment 
credit  were  to  be  adopted  in  1993,  the  Indian  reservation  tax  credit  percentages  would  likely 
need  to  be  adjusted  upward  to  maintain  the  so-called  "Indian  differential,"  which  is  absolute- 
ly essential  in  order  to  help  mitigate  the  unique  problems  --  particularly  the  lack  of  infra- 
structure --  that  act  as  disincentives  to  Indian  country  investment.)  One-half  of  the  specified 
credit  percentages  would  be  available  for  qualifying  investments  on  reservations  where  unem- 
ployment exceeds  150%  but  does  not  exceed  300%  of  the  national  average. 

In  response  to  concerns  raised  by  several  Members  during  Senate  consideration  of 
these  measures  in  1992,  "anti-gaming"  restrictions  were  incorporated  in  H.R.  11.  These  pre- 
vent both  the  investment  and  employment  incentives  from  being  used  with  respect  to  the  de- 
velopment and/or  operation  of  gaming  establishments  on  Indian  reservations. 

Most  importantly,  these  incentives  would  potentially  benefit  all  of  Indian  country. 
This  is  the  critical  difference  between  these  Indian  country  tax  incentives  and  alternative  ap- 
proaches that  would  provide  only  for  a  limited  number  of  Indian  empowerment  zones  and/or 
enterprise  communities. 

Empowerment/Enterprise  Zones  and  Other  Pending  Proposals  Will  Not  Help  Indian  Coun- 

£u  -  Now,  I  am  not  opposed  to  the  enterprise  zone  concept;  in  fact,  I  testified  generally  in 
favor  of  such  proposals  several  years  ago.  However,  that  approach  is  woefully  inadequate 
for  Indian  country.  The  Administration's  limited  Indian  empowerment/enterprise  zone  pro- 
posal could  possibly  help  a  very  few  tribes,  but  would  prove  counterproductive  because  it 
would  dash  the  hopes  of  the  many  other  reservations  around  the  country  which  were  not  se- 
lected as  zones,  and  whose  people  would  not  benefit  at  all.  Thus,  for  all  of  those  reserva- 
tions not  selected,  an  Indian  empowerment/enterprise  zone  approach  would  leave  unabated 
the  pervasive  poverty  and  high  unemployment  that  have  perpetually  defined  life  on  those 
reservations. 

Significantly,  even  those  reservations  that  might  be  selected  as  zones  under  a  limited 
Indian  empowerment/enterprise  zone  approach  would  be  unlikely  to  benefit.  First,  some  of 
the  zone-specific  incentives  contained  in  the  Administration's  proposal  would  have  little  use- 
fulness in  Indian  country  (e.g..  the  low-income  housing  credit).  More  importantly,  as  pre- 
viously noted,  due  to  the  lack  of  infrastructure,  "double  taxation"  by  the  states  and  related 
problems,  Indian  reservations  simply  cannot  compete  with  even  the  most  economically-dis- 
tressed inner  cities  and  other  non-Indian  communities.  In  other  words,  given  the  choice, 
new  business  would  in  almost  all  instances  opt  to  locate  in  non-Indian  areas  to  avoid  the 
unique  difficulties  that  are  inherent  in  locating  on  reservations.  Therefore.  Indian  empower- 


17 


ment/enterprise  zones  offering  the  identical  incentives  as  non-Indian  rural  zones  would  re- 
main unable  to  compete  on  anything  close  to  a  level  plaving  field. 

Similarly,  it  is  unreasonable  to  expect  that  Indian  country  can  benefit  from  proposals 
for  nationwide  tax  incentives  (e^,  an  extended/expanded  targeted  jobs  tax  credit)  where  the 
tax  incentives  offered  to  Indian  country  are  identical  to  incentives  available  in  non-Indian 
areas  as  well.  Again,  to  avoid  the  unique  difficulties  inherent  in  locating  on  reservations 
(e.g..  the  higher  non-wage  costs  resulting  from  infrastructure  deficiencies),  potential  in- 
vestors/employers in  almost  all  instances  would  locate  in  non-Indian  areas.  Thus,  by  not 
recognizing  and  taking  steps  to  address  (Le^,  by  providing  incentives  that  contain,  or  consti- 
tute, an  "Indian  differential")  Indian  country's  unique  problems,  proposals  for  nationwide  in- 
centives offering  identical  benefits  in  Indian  and  non-Indian  areas  would  simply  preserve  the 
existing  unlevel  playing  field. 

Accordingly,  it  is  this  set  of  unique  Indian  country  circumstances  -  highlighted  by  the 
unconscionable  56%  average  Indian  unemployment  rate  --  that  require  and  justify  a  separate 
program  for  American  Indians,  such  as  that  which  the  Senate  last  year  included  in  H.R.  1 1 
by  adopting  the  Indian  country  tax  incentives  in  lieu  of  then-pending  proposals  to  establish 
a  limited  number  of  Indian  enterprise  zones.  Fortunately,  the  trust  responsibilities,  treaty 
obligations  and  laws  of  the  United  States  provide  the  basis  for  Congress  to  do  so.  Adopting 
a  separate,  reservation-based  program  for  American  Indians  is  consistent  with  the  distinctive 
legal  and  political  status  of  Indian  tribes  and  their  government-to-government  relationship 
with  the  Federal  government,  and  has  been  upheld  by  the  Supreme  Court  fMorton  v. 
Mancari,  417  U.S.  535  (1974)). 


INDIAN  COUNTRY  TAX  INCENTIVES  ARE  URGENTLY  NEEDED 

For  almost  a  decade.  Chairman  Daniel  Inouye,  Co-Chairman  John  McCain,  Senator 
Pete  Domenici  and  other  Members  of  the  Senate's  Committee  on  Indian  Affairs  had  sought 
to  amend  the  tax  code  to  provide  incentives  for  new  private  sector  investment  in  Indian 
country.  However,  little  progress  was  made  during  that  period.  As  Chairman  Inouye  noted 
last  year,  in  comments  applauding  Congressional  adoption  of  these  tax  incentives  in  H.R.  11, 
"it  has  been  a  difficult,  and  I  must  admit,  an  often  lonely  battle  to  compete  with  numerous 
other  interests  seeking  changes  to  the  tax  code  before  the  Finance  Committee"  and,  I  might 
add,  the  House  Ways  and  Means  Committee. 

In  1992, 1  designated  federal  tax  incentives  as  one  of  my  administration's  highest  legis- 
lative priorities.  Drawing  from  bills  previously  introduced  by  Chairman  Inouye,  Co-Chair- 
man McCain,  Senator  Domenici  and  other  Indian  Committee  Members,  the  Navajo  Nation 
developed  the  initial  legislative  language  for  these  particular  employment  and  investment  tax 
incentive  proposals.  Thereafter,  under  the  bipartisan  leadership  of  Chairman  Inouye,  Co- 
Chairman  McCain,  Senator  Domenici  and  Senator  Simon  of  the  Indian  Committee,  with  the 
interest  and  attention  of  Senators  Baucus  and  Boren  of  the  Finance  Committee,  and  ulti- 
mately with  the  support  of  then-Chairman  Bentsen  and  Ranking  Member  Packwood  of  the 
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Finance  Committee,  the  full  Senate  adopted  the  Indian  country  tax  incentives  in  lieu  of  the 
then-pending  Finance  Committee  bill  provisions  that  would  have  created  enterprise  zones 
on  just  ten  reservations. 

In  so  doing,  the  Senate  wisely  opted  for  a  legislative  response  that  fit  the  problem, 
recognizing  that  the  nationwide  Indian  unemployment  problem  warranted  a  nationwide,  res- 
ervation-based program  to  address  it.  Subsequently,  the  Senate-passed  provisions  were  ac- 
cepted by  the  House  in  Conference,  and  enacted  in  the  vetoed  H.R.  11. 

Indian  Country  Tax  Incentives  Are  Consistent  With  Clinton  Administration  Goals  --  Having 
come  so  far  in  1992,  Indian  country  felt  reasonably  confident  that  the  new  Administration 
would  take  the  lead  in  promoting  these  measures  to  help  address  the  staggering  Indian  un- 
employment levels  and  the  massive  reservation  infrastructure  deficiencies  that  exist  -  uni- 
formly -  in  Indian  country.  When  I  participated  in  President  Clinton's  pre-Inauguration 
"Economic  Summit"  in  Little  Rock,  I  reviewed  the  urgent  need  for  Indian  economic  develop- 
ment; explained  that  new  investment  and  jobs  in  Indian  country  would  also  spill  over  to  pro- 
vide economic  benefits  to  adjoining  non-Indian  communities;  and  stressed  that  American  In- 
dians are  not  looking  for  hand-outs,  but  only  a  helping  hand.  Frankly,  the  Administration's 
failure  to  date  to  include  these  Indian  country  incentives  in  its  proposals  --  and  to  focus,  in- 
stead, on  a  very  limited  number  of  Indian  empowerment  zones  (one)  and  enterprise  com- 
munities (five)  --  has  been  a  disappointment. 

In  "putting  people  first,"  the  federal  government  could  well  benefit  from  giving  priori- 
ty attention  in  this  year's  tax  bin  to  those  citizens  whom  our  nation  historically  has  neglected 
until  last  --  American  Indians.  These  Indian  country  tax  incentives  offer  hope  throughout 
all  of  Indian  country  that  new  private  sector  investment,  jobs,  and  infrastructure  develop- 
ment may  at  last  become  a  reality  in  some  of  the  most  destitute  areas  of  the  United  States. 
As  a  result,  the  Indian  reservation  investment  and  employment  tax  incentives  enjoy  the  sup- 
port of  Indian  tribes  across  the  nation  and,  in  fact,  can  help  to  attract  economic  develop- 
ment to  reservations  in: 


Alabama 

Maine 

North  Dakota 

Alaska 

Massachusetts 

Oklahoma 

Arizona 

Michigan 

Oregon 

California 

Minnesota 

Rhode  Island 

Colorado 

Mississippi 

South  Dakota 

Connecticut 

Montana 

Texas 

Florida 

Nebraska 

Utah 

Idaho 

Nevada 

Washington 

Iowa 

New  Mexico 

Wisconsin 

Kansas 

New  York 

Wyoming 

Louisiana 

North  Carolina 
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Mr.  Chairman,  these  employment  and  investment  incentives  respond  to  a  demon- 
strated need  requiring  urgent  action.  They  offer  an  easy-to-understand,  simple-to-administer, 
private  sector-oriented  approach  to  Indian  country  economic  development  without  creating 
a  new  layer  of  governmental  bureaucracy  (e.g..  such  as  the  newly-proposed  "Enterprise 
Board").  They  only  cost  the  federal  government  if  they  work:  even  then,  estimated  costs  are 
comparatively  modest  ($209  million  over  a  five-year  period  according  to  the  new  Joint  Com- 
mittee on  Taxation  revenue  estimate  issued  May  3,  1993).  Indeed,  the  cost  of  the  Indian 
country  tax  incentives  is  less  than  0.8%  of  the  $27+  billion  cost  of  the  two  national  invest- 
ment tax  credits  which  the  Administration  initially  proposed  (and  which,  I  understand,  the 
Administration  now  intends  to  withdraw  and  reformulate). 

Significantly,  the  Indian  country  tax  incentives  have  a  proven  legislative  track  record 
and  continuing  bipartisan  support  in  the  CongTess. 


CONCLUSION 

American  Indians  cannot  continue  --  for  yet  another  generation  -  to  compel  our 
young  people  to  leave  their  homes  and  their  families  because  meaningful  employment  op- 
portunities are  lacking  in  Indian  country.  Today,  these  "Indian  Employment  and  Investment" 
tax  incentives  remain  as  urgently  needed  as  ever  before. 

In  January,  Chairman  Inouye  and  Co-Chairman  McCain  re-introduced,  as  S.  211,  the 
identical  Indian  country  tax  incentive  provisions  that  the  102d  Congress  adopted  in  H.R.  11. 
Chairman  Bill  Richardson  of  the  Subcommittee  on  Native  American  Affairs  of  the  House 
Natural  Resources  Committee  has  introduced,  as  H.R.  1325,  a  companion  bill  in  the  House. 
On  March  10,  1993,  twelve  Members  of  the  Senate  --  from  both  parties  -  wrote  to  Secretary 
Bentsen  to  urge  that  the  Administration  include  these  provisions  in  its  final  tax  package  to 
be  submitted  to  the  Congress. 

Mr.  Chairman  and  Members  of  the  Committee,  the  stage  is  set.  This  Committee  can, 
in  1993,  exercise  the  leadership  to  help  Indian  country  achieve  this  long-sought  legislative 
goal  that,  after  years  of  frustration,  we  came  so  close  to  realizing  in  1992. 

In  closing,  I  would  simply  like  to  quote  from  the  written  statement  that  I  submitted 
to  the  Committee  last  year  in  support  of  these  incentives: 

Helping  American  Indians  to  help  themselves  is  neither  a  Democratic  issue 
nor  a  Republican  issue;  it's  not  a  conservative  policy  or  a  liberal  policy;  it's  not 
even  a  "special  interest"  issue.  Rather,  it  is  a  "human"  issue  that  must,  and  de- 
serves to  be,  addressed  from  a  national  perspective  on  a  bipartisan  basis,  and 
with  a  real  sense  of  urgency  warranted  by  the  deplorable  conditions  existing 
in  Indian  country  -  conditions  which  truly  are  a  national  disgrace. 
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I  sincerely  appreciate  the  opportunity  to  submit  this  statement.  I  respectfully  urge 
that  the  Committee  take  the  lead  on  this  issue  by  moving  away  from  the  inadequate  and 
counterproductive  Indian  empowerment/enterprise  zone  approach,  and  instead  including  in 
the  1993  tax  legislation  the  modest  --  but  extremely  important  --  Indian  country  tax  incen- 
tives that  the  Congress  in  fact  adopted  last  October. 


May  13,  1993 


*  During  the  Conference  to  resolve  differences  between  the  Senate  and  House  versions  of  the  Omnibus  Budget  Recon- 
ciliation Act  of  1993,  Senate  and  House  negotiators  adopted  the  Navajo-proposed  approach  -  contained  in  the  Sen- 
ate's bill  -  to  establish  a  separate  program  of  complementary  Indian  Investment  and  Employment  Tax  Incentives  for 
Indian  country.  The  Senate/House  Conferees  substituted  provisions  authorizing  accelerated  depreciation  for  property 
on  Indian  reservations  (in  place  of  the  proposed  investment  tax  credit)  as  the  applicable  investment  incentive. 

The  Omnibus  Budget  Reconciliation  Act  of  1993  was  signed  into  law  by  President  Clinton  on  August  10,  1993 
(Public  Law  No.  103-66).  The  Indian  Investment  and  Employment  Tax  Incentives  are  found  at  Sections  13321  and 
13322, 
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March  18.  1994 

Ms.  Patricia  Lundstrom 
Northwest  New  Mexico  Council 

of  Governments 
2098  West  Coal  Avenue 
Gallup.  New  Mexico   87301-6306 

Re:    Empowerment  Zones/Enterprise  Communities 

Dear  Ms.  Lundstrom: 

1  wanted  to  respond  to  your  recent  inquiries  concerning  the  possible  inclusion  of  portions  of  the  Navajo 
Nation  in  empowerment  zones  and/or  enterprise  communities  which  may  be  proposed  for  Farmington  and  for 
Gallup.  I  also  wanted  to  clarify  possible  misunderstandings  concerning  the  origins  of  the  Indian  Investment 
and  Employment  Tax  Incentives,  and  their  relationship  to  the  empowerment'enterprise  zones. 

Background:  I  attach  tor  your  reference  a  copy  of  my  Statement  (dated  May  13.  1993)  to  the  Senate  Finance 
Committee  in  support  of  the  Indian  country  tax  incentives.  This  was  one  of  six  separate  Congressional  hearings 
at  which  the  Navajo  Nation  testified  and/or  provided  statements  in  support  of  these  incentives. 

As  the  Statement  explains,  the  Indian  Investment  and  Employment  Tax  Incentives  had  originated  with  a 
Navajo  Nation  proposal  (for  both  an  investment  tax  credit  and  an  employment  credit),  which  itself  was  based 
upon  bills  previously  introduced  by  Senator  Domeniei.  and  Chairman  Inouye  and  Co-Chairman  McCain  of  the 
Senate  Indian  Affairs  Committee.  In  1992.  with  the  strong  support  of  the  above-referenced  Senators  and 
others,  as  well  as  Indian  tribes  across  the  country,  these  Indian  country  tax  incentives  were  in  fact  adopted  by 
the  Senate  in  lieu  of  the  then-pending  proposal  that  would  have  created  enterprise  zones  at  just  10  reservations. 
These  incentives  were  subsequently  passed  by  the  Congress  as  part  of  H.R.  11.  which  President  Bush  vetoed. 

In  1993.  the  Navajo  Nation  continued  its  strong  support  for  a  separate,  reservation-based  program  of  tax 
incentives  -  contained  in  S.  21 1  (introduced  by  Senators  McCain.  Inouye.  Domeniei  and  others),  and  H.R.  1325 
(introduced  by  Chairman  Bill  Richardson)  -  in  lieu  of  the  Clinton  Administration's  proposal  for  a  single  Indian 
empowerment  zone  and  five  Indian  enterprise  communities.  The  Indian  Investment  and  Employment  Tax  In- 
centives were  again  passed  by  the  Senate,  and  they  were  ultimately  enacted  as  Sections  13321  and  13322  of  the 
Omnibus  Budget  Reconciliation  Act  of  1993  (although  the  conferees  substituted  the  less-valuable  accelerated 
depreciation  for  the  more  powerful  investment  tax  credit  that  had  been  adopted  in  H.R.  11  in  1992.  included 
in  S.  211  and  H.R.  1325.  and  passed  by  the  Senate  in  its  version  of  the  reconciliation  legislation). 

Why  Indian  Country  Supported  a  Separate  Program  of  Tax  Incentives:  As  I  explained  in  my  Statement,  the 
empowerment  enterprise   zone  approach  was  "woefully  inadequate  for  Indian  country": 

The  Administration's  limited  Indian  empowerment/enterprise  zone  proposal  could  possibly  help  a  yen 
lew  tribes,  hut  would  prove  counterproductive  because  it  would  dash  the  hopes  of  the  many  other 
reservations  around  the  country  which  were  not  selected  as  zones,  and  whose  people  would  not  benefit 
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at  all.  Thus,  tor  all  of  those  reservations  not  selected,  an  Indian  empowerment  enterprise  zone  ap- 
proach would  leave  unabated  the  pervasive  poverty  and  high  unemployment  that  have  perpetuallv  de 
tlned  life  on  those  reservations. 

I  his  inequitable  result  was  unacceptable  to  the  Navajo  Nation,  as  it  was  to  other  tribes  throughout  Indian 
country.  Indeed,  the  National  Congress  of  American  Indians  (representing  119  tribes)  --both  in  a  1992  Resolu- 
tion and  in  1993  testimony  to  a  Ways  and  Means  subcommittee  -  indicated  its  strong  preference  tor  the  Indian 
country  tax  incentives  as  the  preferred  alternative  to  the  zone  approach  that  would  help  only  a  very  few  tribes. 

Moreover,  as  1  explained  in  my  Statement,  "even  those  reservations  that  might  be  selected  as  zones  .  .  . 
would  be  unlikely  to  benefit"  because: 

(Due)  to  the  lack  of  infrastructure,  "double  taxation"  by  the  states  and  related  problems.  Indian  reser- 
vations simply  cannot  compete  with  even  the  most  economically-distressed  inner  cities  and  other  non- 
Indian  communities.  In  other  words,  given  the  choice,  new  business  would  in  almost  all  instances  opt 
to  locate  in  non-Indian  areas  to  avoid  the  unique  difficulties  that  are  inherent  in  locating  on  reserva- 
tions. Therefore.  Indian  empowerment  enterprise  zones  offering  the  identical  incentives  as  non-Indian 
rural  zones  would  remain  unable  to  compete  on  anything  close  to  a  level  playing  field. 

Proposed  Inclusion  of  Reservations  in  Empowerment/Enterprise  Zones:  It  is  this  final  point,  among  other 
things,  that  concerns  me  about  the  concept  of  including  portions  of  Indian  reservations  in  empowerment  zones 
and  or  enterprise  communities  where  the  principal  commercial  industrial  activity  is  centered  outside  of  the 
reservation.  "Again,  to  avoid  the  unique  difficulties  inherent  in  locating  on  reservations  (c^g..  the  higher  non- 
wage  costs  resulting  from  infrastructure  deficiencies),  potential  investors  employers  in  almost  all  instances  would 
locate  in  non-Indian  areas."    (Statement,  p.  5). 

Thus,  with  regard  to  the  siting  of  new  business,  new  industry  and  new  jobs  in  a  combined  Indian  non-In- 
dian zone.  I  would  anticipate  that  the  zone  designation  would  do  little  more  than  perpetuate  the  location  of 
such  new  ventures  onto  the  non-Indian  portions  of  the  zone.  This  in  turn  would  perpetuate  the  economic 
leakage  that  contributes  so  greatly  to  American  Indians'  inability  to  establish  vibrant,  on-reservation  economics 
(as  the  new  businesses  and  new  jobs  created  off-reservation  likewise  draw  Indian  spending  off-reservation,  while 
at  the  same  time  adding  little  to  the  tax  base  on-reservation  --  much  of  which  is  inappropriately  "double-taxed" 
by  the  states  in  any  event). 

Frankly,  the  Navajo  Nation  might  have  supported  empowerment  enterprise  zones  if  all  Indian  reservations 
could  have  been  designated.  With  an  average  Indian  reservation  unemployment  rate  of  561/?  nationwide,  such 
treatment  would  haw  been  fully  justified,  and  long  overdue.  In  effect,  the  Indian  Investment  and  Employment 
Tax  Incentives  -  applicable  to  all  reservations  -  achieve  the  same  result  (although  the  conferees,  regrettably, 
reduced  the  potential  benetits  of  such  incentives  when  they  substituted  accelerated  depreciation  for  the  twice- 
passed  Senate  proposal  for  an  investment  tax  credit). 

With  regard  to  the  new  Title  XX  tundmg  authorized  for  empowerment  enterprise  zones  under  Section 
137(S1  of  the  Omnibus  Budget  Reconciliation  Act.  it  is  very  unfortunate  that  in  this  context  the  conferees  did 
not  also  specifically  take  into  account  the  special  needs  of  Indian  reservations  (in  relation  to  other  distressed 
communities  outside  of  reservations)  as  had  been  done  in  tile  Act's  tax-rt  lated  provisions.  As  you  know,  it  was 
the  conferees  who  developed  and  added  this  Title  XX  language,  which  --  like  accelerated  depreciation  on  Indi- 
an reservations  -.  was  contained  in  neither  the  House  nor  the  Senate  bill.  I  agree  that  it  is  unacceptable  that 
Indian  reservations  dei  n.->t  have  access  to  this  potential  new  source  of  funds,  and  our  Washington  Office  is  now 
exploring  ways  in  which  to  tap  into  this  funding. 

Conclusion:  In  conclusion  I  am  not  convinced  of  the  benefits,  if  any,  thai  would  accrue  to  Indian  reservations 
by  possible  legislative  changes  to  allow  portions  of  Indian  reservations  to  be  included  in  regional  rural  em- 
powerment/enterprise zones.  This  is  particularly  the  ease  if.  as  we  arc  currently  investigating,  some  set-aside 
of  the  new  Title  XX  funds  eoule!  Ik  secured  for  Indian  reservations. 

li  you  have  any  questions,  or  would  like  to  discuss  this  'natter  further,  please  feel  free  to  contact  Michael 
Bcgaye  or  Tim  Willmk  ax  the  Navajo  Nation  Washington  Office  (202/775-0393). 

Sincerely. 

Tlin  NAVAJO  NATION 


(?*£-}«- 


Peterson  Zah 
President 
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Testimony  of  the  Navajo  Nation  on 

the  Implementation  of  the 

Empowerment  Zones  and  Enterprise  Communities  Provisions 

of  the  Omnibus  Budget  Reconciliation  Act  of  1993 

Before  the  Subcommittee  on  Select  Revenue  Measures,  and  the  Subcommittee  on 

Human  Resources  of  the  House  Ways  and  Means  Committee 

Submitted  for  the  Hearing  Record 

April  5,  1994 

Introduction 

On  behalf  of  President  Peterson  Zah,  the  Navajo  Nation  would  like  to  thank 
Chairman  Rangel,  Chairman  Ford,  and  the  Members  of  the  Subcommittees  for  the 
opportunity  to  submit  its  written  statement  for  the  hearing,  held  on  March  22, 
1994,  concerning  implementation  of  the  Empowerment  Zones/Enterprise 
Communities  provisions  of  the  Omnibus  Budget  Reconciliation  Act  of  1993  (Act). 

The  Navajo  Nation  presents  its  views  on  certain  proposals  to  change  the 
Empowerment  Zones/Enterprise  Communities  provisions  of  the  Act,  and  on  how 
those  proposals  would  adversely  affect  Sections  13321  and  13322  of  the  Act  that 
provide  for  Indian  Investment  and  Employment  Tax  Incentives.   The  Navajo  Nation 
also  views  this  hearing  as  an  opportunity  to  highlight  the  urgent  need  for  additional 
mechanisms  to  foster  economic  and  community  development  in  Indian  country. 
The  Navajo  Nation  looks  forward  to  working  with  the  Committee  in  the  future  to 
ensure  that  the  unique  needs  of  Indian  country  are  addressed. 

Profile  of  the  Navajo  Nation 

The  Navajo  Nation  is  the  largest  and  most  populous  American  Indian  tribe. 
Our  land  base,  which  comprises  36  percent  of  all  Indian  lands  in  the  lower-48 
states),  spans  more  than  18  million  acres  across  Arizona,  New  Mexico  and  Utah. 
The  Navajo  Nation  is  larger  than  the  states  of  Connecticut,  Delaware,  Maryland, 
Massachusetts  and  Rhode  Island  combined. 

Although  the  Navajo  Nation  is  rich  in  natural  resources  and  possesses 
tremendous  economic  potential,  socio-economic  conditions  on  the  Navajo  Nation 
are  comparable  to  those  found  in  underdeveloped  third  world  countries.    According 
to  the  1990  Census,  the  percentage  of  Navajos  living  below  the  poverty  level  was 
approximately  56  percent  as  compared  to  approximately  13  percent  for  the  entire 
United  States.    In  addition,  the  median  household  income  on  the  Navajo  Nation  in 
1990  was  $10,433.   The  corresponding  figure  for  the  United  States  in  1990  was 
$30,056.    Overall,  the  average  Indian  reservation  unemployment  rate--on 
reservations  located  in  32  states  across  the  country-is  56  percent. 

Many  of  these  conditions  can  be  attributed  to  a  lack  of  infrastructure.    For 
example,  the  Navajo  reservation  has  2,000  miles  of  paved  roads  while  West 
Virginia,  which  is  roughly  equivalent  in  size,  has  over  18,000  miles.    The  majority 
of  American  Indian  reservations  homes  lack  running  water,  or  electricity,  or 
telephone  service,  or  all  of  the  above. 

Developing  a  Self-Sufficient  Economy 

Currently  the  Navajo  economy  is  experiencing  a  massive  amount  of 
economic  leakage  that  is  directly  attributable  to  community  disinvestment.    More 
than  $700  million  dollars  per  year  escapes  to  our  neighboring  border  towns,  which 
serve  as  Navajo  regional  shopping  centers.    Many  Navajos  are  forced  to  travel  very 
long  distances  to  border  communities,  or  to  metropolitan  areas  such  as 
Albuquerque  or  Phoenix,  to  purchase  almost  all  of  their  basic  goods,  including  food, 
clothing,  vehicles,  farm  equipment,  and  the  like.    Important  services  such  as 
automobile  repair,  laundry  and  recreational  opportunities  are  also  predominately 
found  in  outlying  communities.   This  translates  into  a  loss  of  jobs  for  our  Navajo 
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communities,  and  an  inadequate  reservation  tax  base  to  address  the  pressing 
infrastructure  deficit  that  has  plagued  our  economic  development  efforts  for 
generations. 

To  reverse  this  trend,  we  are  working  hard  to  accelerate  the  development  of 
an  on-reservation  private  sector.    Current  efforts  to  increase  small  businesses, 
expand  tourism  and  attract  industrial  development  will  all,  if  successful,  decrease 
the  amount  of  economic  losses  we  are  experiencing  and  increase  employment.   The 
Navajo  Nation  and  Indian  country,  however,  face  major  barriers  in  carrying  out 
these  initiatives  to  improve  the  current  standard  of  living  in  Indian  country.    Due  to 
the  unique  circumstances  on  the  Navajo  Nation  and  Indian  country,  including 
geographical  isolation,  massive  infrastructure  deficiencies,  and  inadequate  tax  base, 
Indian  country  cannot  possibly  compete  on  a  level  playing  field  with  even  the  most 
underserved  urban  neighborhood  or  rural  area. 

Therefore,  it  is  critical  that  additional  innovative  mechanisms  continue  to  be 
developed  to  foster  economic  and  community  development  throughout  Indian 
country.    Furthermore,  it  is  important  that  the  development  of  these  mechanisms 
include  the  close  consultation  of  Indian  tribes. 

Background  of  the  Indian  Investment  and  Employment  Tax  Incentives 

The  Indian  Investment  and  Employment  Tax  Incentives  were  far  from  new 
proposals  when  Congress  enacted  them,  and  President  Clinton  signed  them  into 
law  as  Sections  13321  and  13322  of  the  Act.    Indeed,  the  Congress  had  passed 
such  a  separate,  reservation-based  program  of  federal  tax  incentives  a  year  earlier 
as  part  of  the  1992  tax  bill,  H.R.  11,  which  President  Bush  vetoed  on  the  day 
following  the  election. 

These  Indian  country  tax  incentives  had  their  origin  in  early  1992,  when 
President  Zah  designated  their  passage  as  one  of  his  Administration's  highest 
priorities.   The  Navajo  Nation  thereafter  drafted  and  submitted  legislation  that 
contained  two  complementary  Indian  country  incentives,  an  investment  tax  credit 
and  an  employment  credit.   These  provisions  were  themselves  drawn  from  a 
variety  of  provisions  contained  in  various  bills  that  had  been  introduced  over  the 
course  of  a  decade  by  Chairman  Daniel  K.  Inouye,  Vice-Chairman  John  McCain, 
Senator  Pete  Domenici,  and  other  members  of  the  Senate  Indian  Affairs 
Committee. 

The  Navajo-proposed  legislation  was  subsequently  introduced  in  the  Senate 
by  Chairman  Inouye,  Vice-Chairman  McCain  and  Senator  Domenici  (S.  2254);  a 
companion  bill  was  introduced  in  the  House  by  Representative  Bill  Richardson. 
Thereafter,  under  the  bipartisan  leadership  of  Senators  Inouye,  McCain,  Domenici, 
and  Simon  of  the  Indian  Affairs  Committee,  with  the  interest  and  attention  of 
Finance  Committee  Members  Baucus  and  Boren,  and  ultimately  with  the  support  of 
then-Chairman  Bentsen  and  Ranking  Member  Packwood  of  the  Finance  Committee, 
the  Senate  adopted  the  Indian  Investment  and  Employment  Tax  Incentives—in  lieu 
of  the  then-pending  provisions  that  would  have  provided,  instead,  for  enterprise 
zones  on  just  ten  reservations. 

In  fact,  the  Navajo  Nation  and  Indian  tribes  throughout  the  country  had 
communicated  to  Congress  the  following  message-that  the  nationwide  Indian 
unemployment  problem  (averaging  56  percent  on  Indian  reservations  in  32  states 
across  the  country)  warranted  a  nationwide,  reservation-based  program  to  address 
it.   To  establish  one  Indian  enterprise  zone  (L^,  initial  1992  House  tax  bill),  or  five 
Indian  zones  (i.e..  initial  1992  Senate  proposal),  or  ten  Indian  zones  was  a 
legislative  response  that  bore  no  reasonable  relationship  to  the  problem,  for  it 
would  leave  unabated  the  pervasive  poverty  and  devastating  unemployment  that 
had  perpetually  characterized  life  at  hundreds  of  other  reservations. 

This  message  was  heard,  as  the  Senate/House  conferees  adopted  the 
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Senate-passed  provisions  and  included  Indian  country's  long-sought  tax  incentives 
in  H.R.  1 1-only  to  have  it  vetoed  by  President  Bush. 

In  1993,  Senators  Inouye,  McCain,  and  Domenici  and  Chairman  Richardson 
reintroduced  (as  S.  211  and  H.R.  1325,  respectively)  the  identical  Indian  country 
tax  incentives  that  had  been  included  just  months  earlier  in  H.R.  11.    In  addition, 
12  Senators-from  both  parties-wrote  to  the  new  Administration  and  urged  that 
the  previously-passed  Indian  Investment  and  Employment  Tax  Incentives  be 
incorporated  in  its  economic  package.    Regrettably,  the  Clinton  Administration 
likewise  was  committed  to  a  zone-type  approach,  and  submitted  legislation  in  1993 
to  establish  just  one  Indian  empowerment  zone  and  five  Indian  enterprise 
communities. 

Once  again  the  Navajo  Nation,  other  individual  Indian  tribes  throughout  the 
country,  and  such  organizations  as  the  National  Congress  of  American  Indians 
(representing  119  tribal  governments),  the  Association  on  American  Indian  Affairs, 
the  Council  of  Energy  Resource  Tribes,  United  South  and  Eastern  Tribes  and  other 
Indian  organizations,  communicated  to  Congress  that  any  federal  tax  incentives 
must  be  available  to  assist  aj]  Indian  tribes,  not  just  the  few  that  might  be  selected 
under  an  extremely  limited  empowerment  zone/enterprise  community  approach. 

Again,  the  Senate  passed  intact  the  Indian  country  tax  incentives  (as 
contained  in  S.  211).   Thereafter,  the  conferees  adopted  a  modified  version  of  the 
Senate-passed  Indian  Investment  and  Employment  Tax  Incentives  (Le^,,  the 
conferees  added  a  less  valuable  investment  incentive-accelerated  depreciation-for 
the  investment  tax  credit  that  had  twice  passed  in  the  Senate),  and  substituted 
those  Indian  country  tax  incentives  in  lieu  of  the  one  Indian  empowerment  zone  and 
five  enterprise  communities  that  had  been  contained  in  the  House  version  of  the 
Act. 

Thus,  following  a  sustained,  two-year  effort  by  the  Navajo  Nation  and  tribes 
across  the  country,  the  Indian  Investment  and  Employment  Tax  Incentives-rather 
than  a  severely  limited  and  inadequate  Indian  zone  program-became  law.   AN 
reservations  could  potentially  make  use  of  these  meaningful  new  provisions  to 
promote  private  sector  investment,  infrastructure  development,  and  jobs  for  the 
country's  most  poverty-stricken  population— American  Indians. 

Implementation  of  the  Indian  Investment  and  Employment  Tax  Incentives 

As  a  result  of  its  efforts,  the  Navajo  Nation  is  very  hopeful  that  the  Indian 
Investment  and  Employment  Tax  Incentives  will  prove  to  be  an  effective  economic 
tool  that  will  attract  new  businesses  and  provide  much-needed  jobs  on  Indian 
reservations  throughout  the  United  States. 

In  fact,  in  order  to  ensure  that  tribes  and  businesses  take  advantage  of  the 
incentives,  the  Navajo  Nation  has  worked  diligently  on  promoting  their  benefits  by 
sending  letters  to  tribal  leaders  throughout  the  country,  and  to  businesspeople 
throughout  the  Navajo  Nation.    In  addition,  during  the  winter  of  1993,  the  Navajo 
Nation  conducted  two  seminars  on  the  Indian  Investment  and  Employment  Tax 
Incentives  in  the  Navajo  Nation's  capital  in  Window  Rock,  Arizona. 

Currently,  the  Navajo  Nation,  at  President  Zah's  direction,  is  developing 
plans  to  further  promote  the  use  of  the  tax  incentives.    In  fact,  later  this  week  (in 
conjunction  with  a  Senate  Indian  Affairs  Committee  field  hearing  on  the  Indian 
Health  Service),  President  Zah  will  also  participate  with  Indian  Affairs  Committee 
members  McCain  and  Domenici  in  a  press  conference  on  the  Navajo  Nation  to 
highlight  the  tax  incentives  and  encourage  their  use. 

Because  of  these  initiatives  and  numerous  inquiries  following  the  seminars, 
the  Navajo  Nation  is  even  more  optimistic  that  the  tax  incentives  will  play  an 
important  role  in  enhancing  and  complementing  our  current  efforts  at  fostering 
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economic  and  community  development  on  the  Navajo  Nation. 

Proposed  Inclusion  of  Reservations  in  Empowerment  Zones/Enterprise  Communities 

Because  of  the  tremendous  need  for  mechanisms,  such  as  the  Indian 
Investment  and  Employment  Tax  Incentives,  that  will  assist  in  stimulating  private 
sector  economies  on  Indian  reservations,  the  Navajo  Nation  is  extremely  concerned 
about  recent  developments  regarding  the  possible  inclusion  of  portions  of  American 
Indian  reservations  in  empowerment  zones  and  enterprise  communities. 

As  previously  mentioned,  due  to  the  unique  circumstances  on  Indian 
reservations,  the  Navajo  Nation  and  Indian  country  remain  among  the  most 
disinvested  and  underserved  areas  in  the  United  States.   Therefore,  without  such 
new,  innovative,  private  sector-oriented  mechanisms  as  the  Indian  Investment  and 
Employment  Tax  Incentives,  businesses  and  jobs  will  continue  to  locate  and/or 
expand  in  off-reservation  areas. 

As  President  Zah  explained  to  the  Senate  Finance  Committee  on  May  13, 
1993  in  support  of  the  Indian  country  tax  incentives: 

Due  to  the  lack  of  infrastructure,  "double  taxation"  by  the  states  and 
related  problems,  Indian  reservations  simply  cannot  compete  with 
even  the  most  economically-distressed  inner  cities  and  other  non- 
Indian  communities.    In  other  words,  given  the  choice,  new  business 
would  in  almost  all  instances  opt  to  locate  in  non-Indian  areas  to  avoid 
the  unique  difficulties  that  are  inherent  in  locating  on  reservations. 
Therefore.  Indian  empowerment  zones/enterprise  communities  offering 
the  identical  incentives  as  non-Indian  rural  zones  would  remain  unable 
to  compete  on  anything  close  to  a  level  plavino  field. 

Consequently,  after  close  examination,  the  Navajo  Nation  is  convinced  that 
the  proposal  to  include  portions  of  Indian  reservations  in  empowerment 
zones/enterprise  communities  will  only  perpetuate  the  current  level  of  community 
disinvestment  experienced  by  Indian  tribes  throughout  the  United  States.    In  other 
words,  private  sector  businesses  looking  to  relocate  or  expand  in  such  a 
zone/community  would  choose  to  do  so  in  the  non-Indian  portions  of  such  a  zone. 
Indeed,  the  Navajo  Nation  firmly  believes  that  designating  an  empowerment 
zone/enterprise  community  whose  combined  area  includes  portions  of  an  Indian 
reservation  as  well  as  non-Indian  land  would  actually  increase  the  current  amount 
of  economic  leakage. 

Recommendations 

Because  of  the  Navajo  Nation's  role  in  the  enactment  of  the  Indian 
Investment  and  Employment  Tax  Incentives,  the  Navajo  Nation  is  deeply  concerned 
about  the  recent  proposal  regarding  the  possible  inclusion  of  Indian  reservations  in 
empowerment  zones/enterprise  communities.    In  response  to  that  proposal,  the 
Navaio  Nation  strongly  recommends  that  the  Committee  maintain  the  current  Indian 
Investment  and  Employment  Tax  Incentives  provisions,  and  not  undertake  any 
revisions  to  those  portions  of  the  law  as  enacted  (including  the  definition  of  "Indian 
reservation"  which  properly  incorporates  all  of  Indian  country).    Furthermore,  the 
Navajo  Nation  urges  the  Committee  not  to  modify  the  law  to  include  portions  of 
American  Indian  reservations  in  empowerment  zones/enterprise  communities  that 
will  also  include  non-Indian  rural  and  urban  areas. 

The  Navajo  Nation  further  recommends  that  the  Committee,  along  with 
Chairman  Richardson,  exercise  the  leadership  to  initiate  additional  federal  tax 
incentives.    In  addition,  we  understand  that  Chairman  Richardson  has  also  recently 
introduced  legislation  that  would  correct  a  current  wrong,  and  allow  Indian  tribes  to 
share  more  equitably  in  title  XX  funds.   The  Navajo  Nation  looks  forward  to 
continue  working  with  Chairman  Richardson  on  this  legislation  and  urges  the 
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Committee  to  take  up  the  measure  as  soon  as  possible. 

Conclusion 

Due  to  the  tremendous  need  to  improve  the  standard  of  living  and  decrease 
the  current  level  of  poverty  on  the  Navajo  Nation  and  Indian  country,  the  Navajo 
Nation,  at  the  direction  of  President  Peterson  Zah,  has  aggressively  pursued  federal 
economic  development  initiatives  targeted  toward  Indian  reservations.    Because  of 
this  involvement,  and  the  considerable  amount  of  economic  hardship  and  social 
distress  on  Indian  reservations,  the  Navajo  Nation  is  constantly  seeking  innovative 
mechanisms  that  will  help  stimulate  job  creation  and  economic  development  on 
Indian  reservations. 

The  Navajo  Nation  appreciates  the  opportunity  to  submit  its  statement  for 
the  hearing  record  and  looks  forward  to  continue  working  with  the  Committee  on 
these  important  initiatives. 
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Chairman  Rangel.  Before  you  leave,  Congressman,  it  was  my 
understanding  that  it  was  those  who  represented  the  Indian  inter- 
ests that  opted  out  of  the  empowerment  zone  legislation  because 
they  thought  another  alternative  would  best  suit  their  needs.  Is 
that  so? 

Mr.  Richardson.  That  is  correct,  Mr.  Chairman. 

Chairman  Rangel.  So  it  is  not  clear  to  me.  Are  you  now  saying 
that  you  still  want  the  reservations  to  be  considered  under  the  en- 
titlement empowerment  zone  concept? 

Mr.  Richardson.  Yes,  Mr.  Chairman.  And  what  I  am  suggesting, 
as  I  said  earlier,  is  that  there  be  ways  to  initiate  other  tax  credits 
that  I  have  introduced  and  other  members  with  large  Indian  con- 
stituencies that  deal  with  promoting  economic  development  on  the 
reservation. 

So,  Mr.  Chairman,  we  are  fully  in  support  of  your  effort  on  the 
designation  of  tribes  as  being  available  to  participate  as 
empowerment  zones,  but  what  we  are  also  encouraging  in  the  fu- 
ture is  that  you  consider  additional  tax  incentives  for  companies 
and  other  entities. 

There  is  another  bill  here  that  Mr.  Brewster  and  I  have  that 
deals  with  the  dual  taxation  of  energy  on  Indian  lands,  other  initia- 
tives like  those. 

Chairman  Rangel.  Well,  the  whole  concept  here  is,  is  there  a 
better  way  to  deliver  services?  Is  there  a  better  way  to  encourage 
businesses?  Is  there  a  better  way  to  create  jobs  and  improve  the 
quality  of  life? 

Now  Indian  reservations  are  subjected  to  such  a  different  body 
of  law.  Would  you  entertain  having  some  work  done  to  see  whether 
or  not — if  you  can  consider  the  amount  of  Federal  dollars  that  go 
into  the  Indian  reservation,  is  there  a  better  way  to  create  a  res- 
ervoir of  support  so  that  businesses  would  want  to  go  there  and, 
in  addition,  that  we  would  give  them  the  incentives  to  go  there? 

Mr.  Richardson.  Mr.  Chairman,  the  answer  is  yes.  I  think  that 
this  committee,  which  has  done  excellent  work  on  the 
empowerment  zones  in  the  inner  cities,  should  apply  its  very  strong 
commitment  to  that  concept  to  areas  where,  really,  the  country 
knows  very  little  how  a  reservation  operates. 

Allowing  the  private  sector  to  move  in  more  effectively,  allowing 
cities  here  that  border  on  the  reservation — these  cities  of  these  two 
mayors  have  large  Indian  populations  themselves,  Native  Ameri- 
cans not  living  in  the  reservation  in  their  cities — to  participate  in 
these  zones.  And  I  think  this  is  the  kind  of  enhancement  and  im- 
provement that  you  might  consider  as  you  review  this  legislation. 

Chairman  Range L.  I  will  consider  it  because  we  started  off 
thinking  about  inner  cities,  recognized  that  there  was  poverty  in 
the  rural  areas.  We  moved  forward  and  expanded  it.  And  what  you 
are  saying  is  there  is  a  better  way  to  handle  life  on  the  reservation. 
I  look  forward  to  working  with  you. 

Mr.  Ford,  you  have  to  leave  now.  How  much  time? 

Chairman  Ford.  I  don't  have  any  questions  for  Mr.  Richardson. 

Chairman  Rangel.  We  will  submit  whatever  questions  we  have 
to  you  and  leave  the  record  open  so  that  you  can  respond. 

Mr.  Richardson.  Thank  you,  Mr.  Chairman. 

[No  questions  were  submitted.] 
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Chairman  Rangel.  Now  we  will  hear  from  the  rest  of  the  panel. 
Mayor  Taylor. 

STATEMENT  OF  HON.  THOMAS  TAYLOR 

Mr.  Taylor.  Mr.  Chairman,  members  of  the  committee,  maybe  I 
can  clear  up  a  little  bit  what  the  problem  is  here. 

In  the  original  legislation — not  the  original  legislation  but  in  the 
amended  legislation  that  took  reservations  out  of  the  empowerment 
zone  eligibility  and  instead  granted  them  the  incentives,  the  prob- 
lem is  that  the  definition  of  Indian  reservation  in  those  or  in  that 
act  was  referred  to  the  Indian  Financing  Act  of  1974  and  the  In- 
dian Child  Welfare  Act  of  1978. 

The  definitions  there  define  an  Indian  reservation  not  only  as 
that  area  that  exists  within  the  exterior  boundaries  of  an  Indian 
reservation  but  it  also  includes  allotted  Indian  lands  and  trust 
lands.  Those  are  lands  that  are  held  in  trust  by  the  United  States 
on  behalf  of  Indian  tribes. 

The  situation  that  we  find  ourselves  in  in  our  communities  is 
that  we  are  completely  surrounded  by  Indian  trust  lands  and  some 
Indian  allotted  lands.  In  fact,  every  census  tract  around  the  city  of 
Gallup  includes  some  of  these  lands  and  is,  therefore,  ineligible  or 
makes  Gallup  ineligible  for  any  application  for  empowerment  zone 
or  enterprise  community. 

The  city  of  Farmington  is  very  much  in  the  same  situation  in 
that  the  census  tracts  that  do  qualify — and  they  qualify  very  well 
with  statistics  as  much  as  54  percent,  much  higher  than  the  35 
percent  that  is  required — exist  in  those  areas  and,  as  a  result  of 
this  definition,  we  are  also  ineligible  for  any  of  these  funds. 

We  feel  it  would  be  simple  to  rectify  the  problem  and  specifically 
ask  that  the  subsection  that  refers  to  Indian  reservations  be 
amended  to  read  that  no  empowerment  zone  or  enterprise  commu- 
nity may  include  any  area  within  the  exterior  boundaries  of  an  In- 
dian reservation. 

In  addition,  we  would  ask  that  the  definition  of  Indian  reserva- 
tion be  deleted.  And  then,  further,  we  would  suggest  that  language 
be  drafted  that  would  prevent  any  double  dipping.  In  other  words, 
if  these  Indian  trust  lands  are  included  in  an  empowerment  zone 
or  an  enterprise  community,  then  they  would  not  be  ineligible  also 
for  the  investment  incentives  that  have  been  granted  to  reservation 
areas. 

[The  prepared  statement  follows:] 
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STATEMENT  OF  HON.  THOMAS  TAYLOR 

MAYOR 

FARMINGTON,  N.  MEX. 

Mr.  Chairman,  my  name  is  Thomas  Taylor,  and  I  am  the  Mayor  of  the  City  of 
Farmington,  New  Mexico.    I  am  here  today  to  bring  to  your  attention  a  fluke  in  the 
legislation  establishing  the  Empowerment  Zones  and  Enterprise  Communities  program, 
which  was  passed  last  year  as. part  of  the  Omnibus  Budget  Reconciliation  Act  of  1993, 
Public  Law  103-66,  and  to  seek  your  support  in  making  some  minor  technical 
amendments  to  the  law. 

The  original  House  Bill  for  this  legislation,  HR  2264,  provided  for  the  designation 
of  empowerment  zones  and  enterprise  communities  from  eligible  urban  areas,  rural  areas 
and  Indian  reservations  nominated  by  State  and  local  governments.    The  Secretary  of 
Housing  and  Urban  Development  was  to  designate  six  empowerment  zones  and  sixty-five 
enterprise  communities  in  urban  areas;  the  Secretary  of  Agriculture  was  to  designate  three 
empowerment  zones  and  thirty  enterprise  communities  in  rural  areas;  and  the  Secretary  of 
the  Interior  was  to  designate  one  empowerment  zone  and  five  enterprise  communities  in 
Indian  reservations.    Nominated  areas  located  in  Indian  reservations  were  also  to  be 
eligible  for  designation  as  "rural  areas"  under  the  original  House  Bill. 

However,  in  the  conference  agreement  between  the  House  and  the  Senate,  a  Senate 
sponsored  amendment  was  adopted  by  the  conferees  which  made  areas  located  within 
Indian  reservations  ineligible  for  designation  as  either  an  empowerment  zone  or  an 
enterprise  community.    Instead,  the  conference  agreement  provided  all  Indian  reservations 
with  investment  incentives  similar  to  those  provided  to  designated  empowerment  zones 
and  enterprise  communities.    The  tradeoff  for  Indian  tribes  is  that  they  only  receive  the 
investment  incentives,  and  they  do  not  have  the  opportunity  to  apply  for  the  additional 
Title  XX  funds  to  help  address  the  economically-related  social  problems  of  a  designated 
empowerment  zone  or  enterprise  community. 

The  legislation  added  a  new  subsection  1393(a)(4)(A)  to  title  26  of  the  United 
States  Code  which  states  that  "No  empowerment  zone  or  enterprise  community  may 
include  any  area  within  an  Indian  reservation."   The  Act  also  defined  the  term  "Indian 
reservation"  in  new  subsection  1393(a)(4)(B),  to  be  the  same  as  that  used  in  section  3(d) 
of  the  Indian  Financing  Act  of  1974  (25  U.S.C.  §  1452(d)),  or  section  4(10)  of  the  Indian 
Child  Welfare  Act  of  1978  (25  U.S.C.  §  1903(10)).   The  Act's  incorporation  of  these 
statutory  definitions  of  "Indian  reservation"  is  what  presents  an  unintended  eligibility 
problem  for  designation  as  an  empowerment  zone  or  enterprise  community  for  our 
region,  as  well  as  for  many  other  areas  throughout  the  country. 

In  addition  to  the  land  within  tribal  boundaries,  the  definition  of  "Indian 
reservation"  used  in  the  Act  also  encompasses  all  off-reservation  Indian  lands,  including 
(1)  former  Indian  reservation  land  which  was  allotted  in  severalty  to  individual  Indians 
under  the  General  Allotment  Act  of  1887  and  other  Federal  statutes,  and  which  are  now 
either  held  in  trust  by  the  United  States  for  individual  Indians  or  are  subject  to  a  statutory 
restriction  on  alienation  (^Indian  allotted  lands");  and  (2)  off-reservation  lands  acquired 
by  the  Federal  government  under  the  Indian  Reorganization  Act  of  1934  and  other 
Federal  statutes  or  Executive  Orders,  to  be  held  in  trust  by  the  United  States  for  the 
benefit  of  Indian  tribes  ("Indian  trust  lands"). 

The  effect  of  including  all  these  off-reservation  Indian  lands  in  this  very  broad 
definition  of  "Indian  reservation,"  combined  with  the  requirement  that  each  proposed 
empowerment  zone  or  enterprise  community  be  made  up  of  census  tracts,  none  of  which 
can  contain  any  such  "Indian  reservation"  lands,  is  to  eliminate  many  non-Indian 
communities  from  being  eligible  to  apply  for  designation.    The  cities  of  Farmington  and 
Gallup,  New  Mexico,  which  are  border  communities  located  near  the  Navajo  Nation,  are 
both  interested  in  submitting  an  application  for  designation  as  an  enterprise  community. 
However,  our  two  communities,  and  the  region  surrounding  our  communities,  are 
ineligible  to  apply  because  there  is  Indian  allotted  and  trust  lands  located  within  our 
regional  census  tracts.    Indeed,  there  are  very  few  census  tracts  in  northwest  New 
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Mexico  which  do  not  have  at  least  some  Indian  lands  within  their  boundaries,  and  those 
which  do  not,  generally  fail  to  meet  the  legislation's  other  criteria  for  the  percentage  of 
people  living  below  the  poverty  level.    As  a  result,  all  of  northwest  New  Mexico  is 
essentially  excluded  from  even  applying  for  this  important  program. 

This  problem  is  perhaps  most  acute  in  northwest  New  Mexico,  which  is  famous 
for  its  "checkerboard"  area  -   a  region  containing  a  mixture  of  Federal  land  managed  by 
the  Bureau  of  Land  Management,  state  land,  private  fee  land,  and  Indian  allotted  and 
trust  lands.    However,  this  is  not  just  a  problem  restricted  to  northwest  New  Mexico. 
The  Bureau  of  Indian  Affairs  has  advised  me  that  there  is  Indian  allotment  and  trust 
lands,  much  of  them  located  outside  of  exterior  reservation  boundaries,  in  a  total  of 
twenty  states.    In  addition  to  New  Mexico,  these  include  the  states  of  Alaska,  Arizona, 
California,  Colorado,  Idaho,  Kansas,  Michigan,  Minnesota,  Montana,  Nebraska,  Nevada, 
North  Dakota,  Oklahoma,  Oregon,  South  Dakota,  Utah,  Washington,  Wisconsin,  and 
Wyoming.    I  understand  tiiat  there  are  other  communities  in  many  of  these  states  which 
are  faced  with  the  same  eligibility  problem  encountered  by  our  communities. 

I  have  been  assured  by  those  individuals  who  drafted  this  definition  of  "Indian 
reservation"  that  this  is  an  unintended  consequence  of  the  legislation.    Certainly,  no  one 
intended  to  have  communities  which  have  off-reservation  Indian  lands  located  within  their 
region  to  be  excluded  from  both  the  Indian  investment  incentives  and  participation  in  the 
Empowerment  Zones  and  Enterprise  Communities  program. 

Mr.  Chairman,  I  ask  that  your  subcommittee  take  steps  to  rectify  this  situation  by 
making  some  minor  technical  amendments.    Specifically,  I  ask  that  subsection 
1393(a)(4)(A)  of  utle  26  of  the  United  States  Code  be  amended  by  inserting  the  words 
"the  exterior  boundaries  of  between  the  words  "within"  and  "an."   The  amended 
subsection  would  then  read  "IN  GENERAL  -  No  empowerment  zone  or  enterprise 
community  may  include  any  area  within  the  exterior  boundaries  of  an  Indian  reservation." 
In  addition,  I  ask  that  the  definition  of  "Indian  reservation"  in  subsection  1393(a)(4)(B)  be 
deleted.    Further,  new  language  needs  to  be  drafted  to  prevent  any  "double  dipping"  on 
these  off-reservation  Indian  lands,  that  is,  taking  advantage  of  both  the  Indian  investment 
incentives  and  those  available  to  a  designated  empowerment  zone  or  enterprise 
community.    I  believe  that  these  amendments  will  accurately  reflect  the  original  intent  of 
the  legislation,  and  will  not  unfairly  penalize  those  communities  who  may  have  some  off- 
reservation  Indian  lands  located  within  their  regional  census  tracts. 
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Chairman  Range L.  Mayor  Taylor,  I  don't  know  whether  you  are 
familiar  with  the  history  of  this  legislation,  but  it  was  at  the  very 
last  moment  that  those  representing  the  Indian  interests  decided 
that  they  would  do  better  not  being  a  part  of  the  bill. 

The  drafting  of  the  legislation  that  you  are  concerned  about  is 
what  is  causing  us  a  problem  now.  What  we  can  best  do  is  to  make 
certain  that  the  recommendations  that  you  have  are  going  to  be 
presented  to  this  committee  by  Congressman  Richardson  or  any 
other  Member  that  represents  Indian  reservations. 

The  recommendations  that  you  make  today  do  you  think  that — 
do  they  require  legislation  or  do  you  believe  that  an  Executive 
order  could  correct  the  situation  you  find  yourself  in? 

Mr.  Taylor.  Well,  since  the  reference  is  a  point  of  law,  I  would 
think  it  would  take  some  kind  of  official  action  to  remove  that. 

Chairman  Rangel.  Well,  we  are  going  to — you  know  Indian  af- 
fairs is  a  very  complicated  issue,  and  it  doesn't  normally  come  in 
front  of  this  committee,  but  I  am  willing  to  work  with  the  commit- 
tees of  jurisdiction  to  make  certain  that  whatever  we  are  able  to 
do  to  correct  the  impediments  that  will  not  allow  the  Indian  com- 
munity to  fully  participate,  to  remove  those  impediments  as  long 
as  it  is  consistent  with  other  legislation  outside  of  this  committee. 
Is  that  fair  enough? 

Mr.  Taylor.  Yes,  sir,  Mr.  Chairman  and  members  of  the  commit- 
tee. 

We  thank  you  for  the  opportunity  to  be  able  to  discuss  this  prob- 
lem with  you  but  also  to  make  you  aware  of  the  problems  which 
exists  in  20  other  States  in  this  United  States.  It  is  not  just  unique 
to  northern  New  Mexico,  but  this  definition,  in  fact,  makes  entirely 
northern  New  Mexico  ineligible  because  of  the  numbers  of  reserva- 
tions, the  amount  of  Indian  trust  lands,  and  we  have  found  the 
problem  cropping  up  all  over  the  United  States  where  it  is  a  prob- 
lem because  of  this  definition. 

Chairman  Rangel.  Well,  it  is  clear  that  we  are  going  to  have  to 
bring  together  the  Members  of  Congress  that  represent  the  various 
Indian  tribes  because  it  is  not  an  issue  that  is  going  to  just  be  re- 
solved by  following  one  person's  recommendations.  But  we  know  it 
is  complex. 

And  I  assure  you,  Mayor  Taylor,  that  we  will  be  pulling  together 
this  group,  and  we  will  ask  Congressman  Richardson  to  pull  to- 
gether the  groups.  Because  it  appears  definitions  benefit  one  tribe, 
don't  benefit  another  tribe,  and  they  don't  know  how  to  handle  it, 
so  we  will  do  it  in  this  committee.  So  I  will  work  with  Mr.  Richard- 
son and  whomever  you  suggest. 

Mr.  Taylor.  Mr.  Chairman,  one  other  problem  we  should  bring 
up  is  also  the  size  of  the  census  tracts. 

There  is  a  limitation  on  these  empowerment  zones  being  1,000 
square  miles,  and  sometimes  we  forget  that — the  county  that  I  am 
from,  for  instance,  is  the  same  size  as  the  State  of  Connecticut. 
And  our  census  tracts,  many  of  them  are  very  much  in  excess  of 
1,000  square  miles — single  census  tract. 

Chairman  Rangel.  You  are  going  to  have  to  understand,  Mr. 
Mayor,  that  this  legislation  wasn't  drafted  really  considering  all 
those  problems  but  included  the  Indian  reservations  at  the  last  mo- 
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ment  to  make  certain  that  we  recognized  that  poverty  was  not  just 
in  rural  areas  and  not  just  in  inner  cities. 

Because  of  the  lack  of  time,  the  drafting,  obviously,  was  faulty. 
In  order  to  resolve  that,  we  are  going  to  have  to  revisit  the  problem 
in  Indian  reservations,  as  opposed  to  the  language  that  we  used 
that  was  compatible  to  the  problems  in  cities  and  rural  areas.  So 
it  is  an  entirely  different  issue,  and  it  will  be  given  the  importance 
that  it  truly  deserves. 

Mr.  Taylor.  Yes,  sir.  We  appreciate  the  opportunity  to  bring  this 
to  your  attention. 

Chairman  Range l.  All  right.  I  yield.  Is  there  anyone  that  would 
like  to  contribute  to  what  the  mayor  has  said  to  us?  Are  there  any 
questions  that  the  members  of  the  committee  would  like  to  have  of 
this  mayor's  panel? 

Chairman  Ford.  No,  thank  you,  Mr.  Chairman. 

Chairman  Rangel.  Well,  I  promise  to  work  with  all  of  you.  It  did 
cause  a  lot  of  problems,  but  we  will  revisit  it  and  see  how  we  can 
repair  it.  Thank  you  very  much. 

The  Chair  is  honored  to  welcome  Hon.  Andrew  Cuomo,  who  is 
the  Assistant  Secretary  for  Community  Planning  and  Development, 
representing  the  U.S.  Department  of  Housing  and  Urban  Develop- 
ment; Bob  Nash,  Under  Secretary  for  Small  Community  and  Rural 
Development,  Department  of  Agriculture;  and  Mary  Jo  Bane,  As- 
sistant Secretary  for  Children  and  Families,  the  U.S.  Department 
of  Health  and  Human  Services. 

We  welcome  all  of  you.  Let  me  thank  all  of  you,  especially  An- 
drew Cuomo,  for  working  with  this  committee  as  we  were  drafting 
and  redrafting  this  legislation  on  the  11th  hour.  As  most  of  you 
know,  the  Senate  did  not  pass  the  House  bill,  but  in  conference  we 
would  not  have  been  able  to  do  it  without  the  help  of  Andrew 
Cuomo  and  the  officials  at  Agriculture  to  make  certain  that  the 
concepts  were  there,  the  funding  was  there  and  that  the  Presi- 
dent's objectives  would  be  served  in  the  legislation. 

I  only  wish  we  had  someone  like  you  from  the  Indian  Affairs 
group  and  perhaps  we  would  have  done  a  lot  better  there  than  we 
have.  But  we  are  on  the  road,  and  we  do  hope,  notwithstanding 
your  prepared  testimony,  all  of  which  will  be  entered  into  the 
record  by  unanimous  consent,  that  you  feel  comfortable  in  sharing 
with  this  committee  how  we  can  perfect  this  law  before  it  goes  into 
effect  or  if  there  are  any  problems  that  you  now  see  that  we  didn't 
foresee. 

And  we  will  start  with  HUD. 

Chairman  Ford.  Let — Mr.  Chairman,  let  me  just  welcome  Mr. 
Cuomo  and  Mr.  Nash  to  the  committee,  as  well  as  Dr.  Mary  Jo 
Bane.  I  don't  have  to  welcome  her.  I  see  her  just  about  every  day 
on  welfare  reform.  Again,  I  welcome  the  panel. 

Chairman  Rangel.  I  did  want  to  talk  to  Ms.  Bane.  It  seems  in 
her  excitement  about  getting  funding  for  your  welfare  bill  that  you 
are  going  around  hitting  a  lot  of  other  jurisdictions.  And  so  we  are 
going  to  get  that  bill  funded,  but  we  are  very  careful  as  to  where 
the  moneys  come  from. 

Chairman  Ford.  Don't  put  it  all  on  Ms.  Bane.  It  might  be  on 
some  others  in  the  Congress. 

Mr.  Cuomo. 
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STATEMENT  OF  HON.  ANDREW  CUOMO,  ASSISTANT  SEC- 
RETARY FOR  COMMUNITY  PLANNING  AND  DEVELOPMENT, 
U.S.  DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 

Mr.  Cuomo.  Thank  you.  Thank  you,  Mr.  Chairman,  for  the  very 
gracious  comments. 

I  would  also  like  to  acknowledge  my  colleagues  here,  as  you  did. 
Secretary  Nash  and  Secretary  Bane,  who  together  are  responsible 
for  the  administration  and  implementation  of  the  empowerment 
zone  program  and  truly  epitomize,  I  think,  the  interdepartmental 
approach  which  is  being  taken  to  this  proposal. 

Speaking  on  empowerment  zones  to  this  group  is  truly  like 
preaching  to  the  choir.  Without  the  active  participation  of  this 
body,  empowerment  zones  would  not  be  a  reality.  The  fine  hand  of 
this  committee  crafted  the  proposal,  and  we  in  the  administration 
owe  a  tremendous  debt  of  gratitude  to  the  committee  and  you,  Mr. 
Chairman,  in  particular,  for  your  leadership  on  this  matter.  We 
would  like  to  acknowledge  that  contribution. 

Having  said  that,  and  as  you  are  familiar  with  the  empowerment 
zone  proposal,  having  legislated  it,  there  are  several  principles  that 
are  manifested  in  the  empowerment  zone  program  that  I  would 
like  to  touch  on.  They  are  important  for  empowerment  zones  and 
echo  throughout  the  administration's  community  development  and 
revitalization  strategies. 

There  are  three  main  points  to  the  empowerment  zone  program 
which,  while  it  has  many  historic  roots,  especially  from  the 
empowerment  zone  legislation,  there  are  also  details  and  caveats 
which  make  it  unique,  we  believe,  to  the  Clinton  administration. 

One  of  the  first  principles  is  that  the  engine  that  must  drive  the 
revitalization  strategies  to  the  empowerment  zone  must  be  eco- 
nomic development.  It  seems  that  the  only  four  letter  word  that 
isn't  used  enough  in  distressed  communities  is  the  word  jobs,  and 
the  essence  of  the  empowerment  zone  strategy  must  be  to  restore 
opportunity  and  economic  revitalization  to  the  area. 

It  is  not  enough  to  tell  the  people  in  distressed  communities  just 
say  no  to  drugs,  as  the  Chairman  knows,  just  say  no  to  teen  preg- 
nancy. What  should  they  say  yes  to?  What  is  the  opportunity? 
What  is  the  alternative?  Where  is  the  achievement?  Where  is  the 
expectation  of  success?  That  is  the  first  point  for  the  empowerment 
zones,  restore  that  economic  opportunity. 

The  second  point  is  that  it  has  to  be  a  plan  that  comes  truly  from 
the  community  to  the  Federal  Government.  It  has  to  be  a  plan  that 
is  crafted  by  that  community  for  that  community,  not  pursuant  to 
a  Federal  guideline  or  even  from  a  local  governmental  guideline 
but  that — a  plan  where  that  community  comes  together  and  says, 
this  is  what  we  believe  we  need  to  restore  our  future. 

I  believe  the  local  community  doesn't  need  the  Federal  Govern- 
ment to  do  for  them  but  only  to  provide  the  tools  so  that  commu- 
nity can  do  for  themselves.  We  in  the  Federal  Government  should 
shape  our  lexicon.  Forget  the  words  dictate  and  mandate  and  learn 
the  words  cooperate  and  facilitate. 

The  third  principle  is  that  for  any  approach  toward  revitalization 
to  be  successful  it  is  going  to  have  to  be  comprehensive.  We  believe 
that  it  is  a  simplistic  expectation  that  you  are  going  to  lure  busi- 
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nesses  back  to  a  severely  distressed  community  purely  by  tax  in- 
centives. 

For  that  community  to  come  back  to  the  community,  you  are 
going  to  have  to  show  a  community  that  works.  You  are  going  to 
have  to  show  a  community  that  has  a  police  force  that  works,  that 
has  a  labor  force  that  works.  And,  to  do  that,  you  are  going  to  need 
to  show  the  physical  infrastructure,  the  human  services  that  are 
available  to  help  that  work  force  get  up  to  speed  and  you  need  to 
coordinate  an  economic  revitalization  strategy  with  a  physical  rede- 
velopment strategy  with  a  human  capital  redevelopment  strategy. 
Those  are  the  tools  that  the  empowerment  zone  program  provides. 

The  economic  incentives  are  there,  basically,  in  the  form  of  tax 
incentives.  The  physical  infrastructure  tools  are  there,  basically,  in 
the  HUD  proposal  for  $500  million  in  very  flexible  financing.  The 
human  capital  funds  are  there,  basically,  in  the  title  XX  social 
services  block  grant  funds  which  Secretary  Bane  will  speak  to. 
These  are  the  principles  that  are  manifested  by  empowerment 
zones,  but,  as  I  said,  they  are  not  unique  to  empowerment  zones. 

If  you  look  at  the  administration's  initiatives,  across  the  board 
they  all  focus  on  this  general  thrust:  Economic  development.  The 
economic  opportunity  initiatives  like  community  development  fi- 
nancial institutions,  like  the  reform  to  CRA,  like  earned  income  tax 
credit,  making  work  pay,  physical  strategy  renewal,  like  the  perma- 
nent extension  of  the  low-income  housing  tax  credit,  mortgage  reve- 
nue bonds,  increases  to  the  HUD  budget,  all  combining  to  provide 
the  tools  for  the  physical  redevelopment  of  the  area  and  the  human 
capital  development.  Finally  and  possibly  most  importantly,  pro- 
vided by  initiatives  like  Head  Start,  school  to  work,  etc. 

The  empowerment  zone  program  is  the  cornerstone  of  these  prin- 
ciples of  community  development  and  revitalization.  We  have  been 
working  very  hard  to  get  the  program  up  to  speed. 

We  are  pleased  to  be  able  to  report  to  this  committee  today  that 
we  are  actually  on  time.  The  program  was  announced  on  January 
17  by  the  President  of  the  United  States,  as  you  know.  We  have 
been  promulgating  the  necessary  rules  and  regulations  to  enact  the 
program. 

We  have  begun  by  holding  workshops  throughout  the  Nation. 
HUD  has  held  8  workshops  already  which  over  6,000  people  at- 
tended. That  is  apart  and  aside  from  the  stellar  efforts  which  have 
been  undertaken  by  Secretary  Nash  and  his  colleagues  at  the  De- 
partment of  Agriculture  which  is  responsible  for  the  rural  zones 
and  has  been  waging  that  campaign. 

From  the  attendance  at  the  conferences  and  the  level  of  excite- 
ment, we  believe  the  interest  in  the  program  and  the  number  of  ap- 
plications will  be  probably  greater  than  we  would  have  originally 
anticipated.  The  applications,  as  you  know,  are  due  back  in  June, 
and  we  would  look  for  an  expeditious  review  period  of  several 
months  and,  hopefully,  will  have  announcements  toward  October- 
November. 

It  has  been  my  pleasure  to  be  invited  here  this  morning.  Any 
questions  that  the  committee  might  have  would  be  my  pleasure  to 
respond.  Thank  you  for  having  us. 

Chairman  Rangel.  Thank  you,  Mr.  Secretary. 

[The  prepared  statement  follows:] 
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Testimony,  Andrew  Cuomo 

Assistant  Secretary  for 

Community  Planning  and  Development 

House  Ways  and  Means  Committee 
Subcommittee  on  Select  Revenue  Measures 


March  22,  1994 

Thank  you  Mr.  Chairman.   I  appreciate  the  opportunity  to 
testify  before  you  today  on  behalf  of  Secretary  Cisneros.   I  also 
want  to  commend  you  for  holding  this  hearing,  and  to  recognize 
your  leadership  in  this  area.   It  is  not  going  too  far  to  say 
that  without  your  persistent  efforts  to  establish  an  EZ  program, 
we  would  not  have  this  legislation. 

Today  I  will  address  our  progress  in  implementing  the 
program,  lessons  learned  from  our  experience  to  date,  and  ideas 
for  improving  the  program. 

Before  I  do  that,  however,  I  would  like  to  talk  a  little  bit 
about  the  problems  and  conditions  which  have  caused  the  problems 
we  are  trying   to  address. 

The  President  and  Vice  President  announced  the  beginning  of 
the  Empowerment  Zones/Enterprise  Communities  competition  just 
over  2  months  ago,  on  January  17,  the  date  of  the  Los  Angeles 
Earthquake.   We  all  saw  the  pictures  of  devastation  on 
television.   Buildings  collapsed,  lives  were  destroyed, 
houses  were  demolished,  dreams  and  hope  were  delayed  --if  not 
shattered. 
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But  with  all  this  turmoil  and  tumult,  with  all  the 
devastation  and  debris,  Los  Angeles  and  Southern  California  are 
in  a  very  real  sense  lucky. 

Now  don't  misunderstand  me,  they  need   help  desperately, 
and  with  your  help  over  the  past  two  months,  we  have  been  able  to 
give  it  to  them. 

But,  they  are  still  in  a  way  fortunate  --  for  unlike 
other  cities  and  communities  around  this  nation,  the  devastation 
that  gripped  our  attention  after  the  earthquake  came  suddenly. 
How  much  easier  it  is  to  galvanize  support,  to  initiate  action  to 
join  forces  and  focus  attention  when  buildings  tumble  in  a  flash 
and  freeways  fall  before  our  eyes. 

The  sad  truth  is  that  over  the  past  decade  and  more  we  have 
permitted  similar  despair  to  develop  in  communities  across  our 
nation. 

Mr.  Chairman,  you  and  I  are  familiar  with  the  decaying 
areas  of  our  inner  cities.  You  know  better  than  anyone  of  the 
thousands  of  people  caught  in  an  endless  cycle  of  poverty, 
despair  and  woe. 

Sadly,  there  were  no  sudden  interruptions  on  TV,  no 
newsbreak  with  announcers  in  serious  tones  reporting  the 
demolition  of  buildings  and  communities.   These  neighborhoods 
have  been  torn  apart  not  with  a  single  jolt  and  cloud  of  dust, 
but  rather  brick  by  brick  weighed  down  by  each  new  shred  of 
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neglect,  destroyed  by  drugs  and  fear  and  fright  and  countless 
other  causes. 

Our  cities  and  communities  suffer  from  the  tremors  and 
aftershocks  still,  debilitated  by  an  insidious  racism  which 
divides  us  when  we  should  be  united,  beset  by  a  poverty  unlike 
any  our  nation  has  seen  before. 

And  it  is  not  just  the  inner  cities,  but  many  communities 
large  and  small  that  have  suffered  -  -  as  what  was  once  a  steady 
path  for  millions  of  middle  class  Americans  that  led  from 
education  to  training  to  employment  and  homeownership  and  even 
comfort  has  become  strewn  with  barriers  and  hurdles  that  have 
caused  many  to  lose  their  way  and  shaken  the  foundations  of  even 
our  most  vibrant  communities. 

Can  anyone  deny  the  millions  of  silent  earthquakes  that 
have  shaken  us  all? 

Can  anyone  doubt  that  our  response  to  problems  such  as 
homelessness,  affordable  housing,  drugs  and  violence  would  have 
been  different  if  the  problems  had  appeared  suddenly.   If  15 
years  ago  we  had  awakened  one  morning  to  find  at  once  thousands 
of  people  on  the  streets,  people  sleeping  on  concrete  slabs, 
families  homeless,  children  who  play  in  sandboxes  littered  with 
crack  vials,  where  bullets  fly  instead  of  birds. 

But  this  is  not  how  it  happened  --  it  was  more  gradual- -and 
that  is  the  challenge  of  Empowerment  Zones  and  Enterprise 
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Communities.   We  know  that  these  problems  didn't  happen  overnight 
and,  alas,  they  can't  be  cured  overnight.  But  the  Empowerment 
Zone  program  provides  us  with  a  unique  opportunity. 

Some  have  argued  that  we  should  just  write  off  the  future 
of  our  nation's  most  devastated  areas,  engaging  in  a  form  of 
triage  that  would  sacrifice  the  needy  for  the  sake  of  the  rest. 
They  have  argued  that  even  though  our  intentions  might  be  noble, 
it  is  just  not  realistic,  not  possible,  to  expect  areas 
devastated  by  decay  and  neglect  to  recover  and  even  thrive. 

The  Empowerment  Zones/Enterprise  Communities  program 
rejects  that  counsel  and  offers  another  way.   This  program  offers 
the  opportunity  to  prove  to  the  nation  that  we  do  know  how  to 
revitalize  devastated  areas,  that  new  partnerships  created  from 
the  bottom  up,  that  focus  on  comprehensive  solutions  can  truly 
make  a  difference.   If  we  can  show  success  here,  Mr.  Chairman, 
then  we  can  indeed  respond  to  those  who  would  have  us  ignore 
these  areas,  and  we  can  use  success  here  to  create  the  momentum 
and  the  political  will  to  address  the  problems  that  devastate  far 
more  areas  than  the  6  urban  zones  and  65  Enterprise  Communities 
that  will  be  designated  in  the  coming  months. 

As  you  know  Mr.  Chairman,  we  have  moved  quickly  to  bring  the 
legislation  to  life.   Both  HUD  and  Agriculture  started 
immediately  upon  passage  to  develop  the  Rule  and  other  steps 
necessary  to  implement  the  program.   Working  within  the  framework 
of  the  Community  Enterprise  Board,  we  developed  the  EZ/EC  package 
that  was  announced  by  the  President  on  Martin  Luther  King's 
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Birthday  that  included: 

1.  The  Interim  Rule; 

2.  The  Application  Form; 

3.  The  Application  Guide; 

4.  A  Guidebook  on  Strategic  Planning;  and 

5.  A  Guidebook  on  Federal  Programs. 

In  developing  the  material  we  tried  to  make  it  as  "user 
friendly"  as  possible.   For  example,  the  same  application  form 
can  be  used  for  both  urban  and  rural  applicants,  and  can  be  used 
to  apply  for  either  Empowerment  Zone  or  Enterprise  Community 
designation. 

Mr  Chairman,  the  attendance  at  the  8  HUD  workshops  and  the  5 
USDA  workshops  on  Empowerment  Zones  was  remarkable,  as  was  the 
cooperation  of  the  federal  agencies  which  participated  in  cross 
cutting  interagency  sessions  to  advise  participants  regarding  the 
federal  assistance  which  will  be  available   to  zones  and 
communities  which  are  designated. 

Over  8,000  people  participated  in  the  workshops.   And  the 
participants  in  the  workshops  reflected  a  unique  willingness  to 
work  closely  in  new  partnerships  with  the  federal  government,  as 
well  as  members  of  their  own  communities,  to  create  truly 
comprehensive  plans  that  can  link  their  areas'  economic 
development,  human  and  physical  needs. 

In  addition  to  the  turnout  at  the  conferences,  there  has 
been  a  tremendous  response  to  the  program  announcement.   We  have 
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already  received  over  150  Notices  of  Intent  to  Participate. 
Based  on  this  high  level  of  response,  confirmed  by  direct  contact 
with  prospective  applicants,  I  estimate  that  we  will  receive  at 
least  several  hundred  applications  for  urban  Empowerment  Zones 
and  Enterprise  Community  designation. 

This  response  indicates  a  profound  and  in  some  cases 
desperate  need  for  the  kind  of  support  that  the  Empowerment  Zone 
program  offers. 

Secretary  Cisneros  and  HUD's  Office  of  Community  Planning 
and  Development  are  committed  to  working  closely  with  these 
communities  throughout  the  application,  designation  and 
implementation  process.   We  are  continuing  to  provide  substantial 
technical  assistance  and  have  our  staff  working  on  a  state  by 
state  and  day  by  day  level  with  communities  to  help  them  in  the 
planning  process. 

We  are  working  with  Los  Angeles  to  help  it  recover  from  its 
earthquake,  and  we  are  committed  to  working  with  the  numerous 
areas  across  that  nation  that  continue  to  suffer  from  the 
devastation  wrought  by  the  silent  earthquakes  of  the  past 
decades . 

Mr.  Chairman,  I  would  be  pleased  to  respond  to  any  questions 
which  you  or  other  Members  of  the  Committee  might  have. 

cuomo3 -22 
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Chairman  Rangel.  Secretary  Nash. 

STATEMENT  OF  HON.  BOB  J.  NASH,  UNDER  SECRETARY  FOR 
SMALL  COMMUNITY  AND  RURAL  DEVELOPMENT,  U.S. 
DEPARTMENT  OF  AGRICULTURE 

Mr.  Nash.  Thank  you  very  much,  Chairman  Rangel,  Chairman 
Ford,  members  of  the  subcommittees.  It  is  an  honor  and  pleasure 
for  me  to  be  here  today  with  my  colleagues  to  talk  about  where  we 
are  on  implementation  of  the  empowerment  zone  program. 

I  would  hasten  to  say  that,  in  addition  to  our  3  departments, 
there  are  about  12  other  departments  that  are  also  involved,  who 
will  be  large  players  in  this,  because  they  will  be  asked  to  provide 
resources  to  these  zones  and  communities  once  they  are  designated. 

In  addition  to  that,  the  Community  Enterprise  Board,  which  is 
chaired  by  the  Vice  President,  has  been  and  will  continue  to  be,  an 
integral  part  of  this  process.  In  fact,  we  will  be  consulting  with 
them  all  throughout  the  process. 

With  respect  to  rural  development,  we  have  been  asked  by  Sec- 
retary Espy  to  redouble  our  efforts  to  provide  the  basic  amenities — 
housing,  water,  sewer,  nursing  homes,  electric,  telephone — those 
basic  services  that  folk  in  rural  areas  need.  Oftentimes,  we  have 
forgotten  about  people,  I  think,  in  rural  areas  in  the  Federal  Gov- 
ernment. They  are  sort  of  out  of  sight  and  out  of  mind.  Our  goal 
is  to  put  them  back  on  the  radar  screen. 

But  in  addition  to  those  basic  services  jobs  are  also  important. 
As  I  attended  empowerment  zone  program  workshops,  I  saw  the 
whole  spectrum  of  interest  in  this  program  that  will  create  new  op- 
portunities. From  a  welfare  mother  who  said,  what  does  this  mean 
to  me,  who  attended  that  workshop  in  Jackson,  Miss.,  all  the  way 
to  West  Virginia  to  a  businessperson  who  said,  what  is  this  going 
to  mean  to  me? 

So  we  had  a  good  cross-section  of  people  attending  the  program. 
At  USDA,  we  don't  intend  to  become  the  major  provider  of  credit 
for  jobs  in  rural  America.  But  job  development  is  an  important  part 
of  this  program,  and  the  empowerment  zone  is  designed  to  enhance 
job  development. 

The  first  principle  in  this  program,  as  you  know,  is  economic  op- 
portunity. That  means  jobs.  And  Assistant  Secretary  Cuomo  has  al- 
ready talked  about  that. 

Sustainable  community  development,  second  principle.  Again, 
water,  sewer,  housing,  family  service  counseling,  alcohol  programs, 
drug  prevention. 

The  third  principle  is  partnerships,  people  in  the  community 
working  together.  And  that  is  so  important  in  rural  America  be- 
cause you  have  many  times  fewer  organizations  that  are  there  as 
compared  to  urban  areas.  So  it  is  important  that  private,  nonprofit, 
government,  community-based  all  work  together  in  this  program. 

And  the  fourth  principle  is  vision.  What  do  you  want  for  your 
community  5,  10  years  down  the  road,  not  just  tomorrow? 

Rural  America,  as  I  mentioned  before,  is — oftentimes  has  been 
out  of  sight  and  out  of  mind,  but  there  is  where  approximately  22 
percent  of  our  people  live — in  nonmetropolitan  regions.  And  almost 
23  percent  of  these  counties  have  high  poverty  rates,  and  there  are 
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about  540  nonmetropolitan  counties  where  persistent  poverty  has 
been  there  for  years  and  years  and  years. 

One  of  the  things  that  I  talk  about  when  I  go  to  rural  America, 
suburbia  or  urban  America  is  the  relationship  between  rural  and 
urban.  I  am  convinced  that,  unless  we  do  something  about  job  de- 
velopment and  economic  development  and  human  development  in 
rural  America,  these  individuals  are  going  to  move  to  cities  as  they 
have  in  the  past  with,  many  times,  no  skills,  no  housing,  no  jobs 
to  compound  the  problems  there. 

Part  of  this  empowerment  zone  program  is  about  empowering 
people  to  live  where  they  want  to  live  and  to  make  a  good  living 
there. 

Let  me  talk  about  evaluation  for  1  second  at  USDA  of  these  pro- 
posals. Very  quickly,  we  don't  intend  to  reward  draftsmanship,  pro- 
fessional people  who  sit  in  a  corner  and  bang  out  one  of  these  ap- 
plications. We  intend  not  to  reward  that. 

We  also  want  to  look  at  applications  that  really  make  a  dif- 
ference in  the  lives  of  people.  Poverty,  obviously,  is  a  major  criteria 
for  even  qualifying,  but  we  want  these  communities  to  really  put 
forth  proposals  that  talk  about  how  they  are  going  to  make  a  dif- 
ference in  the  lives  of  communities  and  the  people  who  live  in 
them. 

The  status  of  the  program,  for  1  second.  As  Secretary  Cuomo 
mentioned,  we  have  published  our  regulations.  We  also  are  doing 
extensive  outreach.  We  have  had  four  regional  workshops,  and  we 
had  three  combined  with  HUD.  A  wide  cross-section  of  people  at- 
tended the  workshops. 

We  have  sent  out  about  20,000  applications.  We  have  received 
about  126  notices  of  intent  to  apply.  We  are  receiving  about  100 
calls  a  day.  We  have  shops  set  up  with  nine  people  who  are  receiv- 
ing calls  from  communities — rural  communities  all  around  the 
country  taking  those  calls.  We  feel  we  are  off  to  a  good  start  with 
our  program. 

And,  Mr.  Chairman,  this  concludes  my  comments.  I  would  be 
happy  to  answer  any  questions. 

I  do  want  to  commend  you,  Mr.  Chairman  and  Chairman  Ford 
and  others,  for  the  help  that  you  provided.  Without  you  we  would 
not  have  an  empowerment  zone/enterprise  community  program 
today. 

Thank  you  very  much,  and  that  concludes  my  comments. 

Chairman  Rangel.  Thank  you,  Mr.  Secretary. 

[The  prepared  statement  follows:] 
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STATEMENT  OF  BOB  J.  NASH 

UNDER  SECRETARY  FOR  SMALL  COMMUNITY  AND  RURAL  DEVELOPMENT 

DEPARTMENT  OF  AGRICULTURE 


1.  Introduction 

Chairman  Ford,  Chairman  Rangel,  Congressman  Santorum,  Congressman  Hancock, 
and  other  distinguished  Members  of  both  Subcommittees,  thank  you  for  the  opportunity  to 
appear  before  you  today,  along  with  Assistant  Secretary  Bane  and  Assistant  Secretary  Cuomo, 
to  discuss  the  Empowerment  Zone  and  Enterprise  Community  program 

As  you  are  aware,  the  Empowerment  Zone  program  will  create  9  Empowerment  Zones 
and  95  Enterprise  Communities  in  distressed  urban  and  rural  communities.    Secretary  Espy 
and  Secretary  Cisneros,  in  consultation  with  the  President's  Community  Enterprise  Board,  will 
designate  these  communities  after  a  competitive  application  process. 

This  program  is  in  large  part  due  to  the  efforts  of  your  Subcommittees,  and  it  is  proper 
that,  as  the  program  begins,  the  Federal  Departments  responsible  for  the  implementation  of 
the  program  report  our  progress     It  is  somewhat  inaccurate  to  state  that  the  three  Federal 
Departments  represented  on  this  panel  are  "responsible"  for  implementation:    while  it  is  true 
that  the  Departments  of  Health  and  Human  Services,  Housing  and  Urban  Development,  and 
Agriculture  have  lead  roles  in  putting  together  the  process,  and  that  Secretaries  Cisneros, 
Shalala  and  Espy  are  committed  to  the  program,  I  must  emphasize  that  the  success  of  the 
Empowerment  Zone  and  Enterprise  Community  program  is,  in  large  part,  due  to  the  efforts  of 
the  Vice  President,  Carol  Rasco  and  Bob  Rubin,  their  staffs,  and  the  other  members  of  the 
Community  Enterprise  Board    This  Board  was  created  by  the  President  to  facilitate  the 
implementation  of  the  legislation,  realizing  that  the  coordinated  efforts  of  Federal  Departments 
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are  an  essential  part  of  providing  opportunities  for  real  change  to  distressed  urban  and  rural 
communities. 

At  the  Department  of  Agriculture,  Secretary  Espy  has  directed  us  to  redouble  our 
efforts  to  fulfill  our  congressional  mandate  in  assisting  small  and  rural  communities.    Our 
programs  assist  rural  residents  in  their  efforts  to  obtain  the  basic  amenities  necessary  for  a 
safe  and  decent  standard  of  living  through  investments  in  affordable  housing;  community 
facilities  such  as  hospitals,  child  care  facilities,  and  nursing  homes,  clean  and  safe  water 
systems;  affordable  waste  water  systems;  and  affordable  electric  and  telephone  systems. 

But  our  obligations  to  rural  America  require  that  we  provide  much  more  than 
financing  for  infrastructure.    From  my  years  of  working  with  President  Clinton  on  economic 
development  in  the  State  of  Arkansas,  I  know  how  strongly  he  believes  that  helping 
communities  create  jobs  is  one  of  the  most  important  roles  that  government  can  play.    And  I 
know  from  my  years  of  working  with  Secretary  Espy  in  the  Mississippi  Delta,  that  he 
believes  that  government  has  a  crucial  role  in  helping  provide  opportunities  for  rural  residents 
to  become  self-sufficient 

There  is  a  great  need  to  develop  new  methods  of  assisting  distressed  urban  and  rural 
communities  in  their  efforts  to  build  a  future  that  will  permit  them  to  be  competitive  in  an 
increasingly  global  economy.    We  recognize,  however,  that  government  cannot,  and  should 
not,  serve  as  the  main  provider  of  credit  and  technical  assistance  for  economic  development. 
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The  private  sector  has  the  principal  role  in  funding  development  and  creating  the  jobs  that  are 
essential  for  the  economic  health  of  America.    As  an  Administration,  we  are  searching  for 
new  opportunities  to  encourage  the  active  participation  of  the  private  and  non-profit  sector  in 
our  efforts  to  stimulate  rural  economies  and  create  jobs    The  Empowerment  Zone  program, 
which  your  Subcommittees  played  a  key  role  in  creating,  reflects  this  philosophy  —  that 
enabling  the  most  impoverished  rural  communities  to  change  requires  the  partnership  of 
Federal,  State  and  local  governments  with  the  private  sector  and  with  community  members. 

II.    Overview  of  the  Empowerment  Zones  Program 

The  Empowerment  Zone  and  Enterprise  Community  program  was  designed  to 
empower  distressed,  high-poverty  communities  to  achieve  growth  and  revitalization.    The 
program  will  attempt  to  achieve  these  objectives  by  following  four  key  principles. 

1.  The  first  principle  is  economic  opportunity.    In  rural  areas,  this  means  job 
creation  in  both  the  communities  and  the  surrounding  region     It  also  involves  helping 
individual  residents  become  economically  self-sufficient. 

2.  The  second  principle  is  sustainable  community  development  to  create 
communities  where  human  initiative,  work,  and  stable  families  can  flourish.    This  requires  a 
comprehensive  and  coordinated  physical  and  human  development  strategy  that  provides  for 
safe  streets,  clean  air  and  water,  adequate  housing,  and  supportive  human  services. 
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3.  The  third  principle  is  community-based  partnerships.    Unlike  many  Federal 

efforts  at  economic  revitalization,  this  program  wiil  not  use  a  top-down  approach.    The 
communities  themselves  must  initiate  the  effort,  and  all  segments  of  the  community  must 
participate  together  through  public-private  and  intergovernmental  partnerships. 

4  The  fourth  principle  is  strategic  vision  for  change.    Each  community  must 

formulate  its  own  vision  of  what  it  wants  to  become  and  devise  a  reasonable  strategy  to 
achieve  its  vision,  including  performance  benchmarks  for  assessing  its  progress. 

As  your  Subcommittees  recognized  in  creating  the  legislation,  impoverished 
communities  are  not  limited  to  urban  centers     This  program  addresses  a  clear  and  persistent 
need  in  rural  America,  where  poverty  has  confounded  revitalization  efforts  in  many  regions. 
The  latest  census  data  indicate  that  approximately  22%  of  our  citizens  live  in  nonmetropolitan 
counties.    Almost  23%  of  these  counties  have  high  poverty  rates,  compared  to  4%  of 
metropolitan  counties    In  nonmetropolitan  counties  with  persistently  high  poverty  —  those 
counties  with  poverty  rates  above  20  percent  in  each  of  the  censuses  from  1960  to  1990  —  the 
poverty  rate  was  twice  that  of  all  other  nonmetropolitan  counties.    Persistent  poverty 
characterizes  540  nonmetropolitan  counties,  nearly  one-fourth  of  all  nonmetropolitan  counties. 
Children  in  rural  communities  are  more  likely  to  live  near  or  below  the  poverty  level:    in 
nonmetropolitan  areas,  36%  live  near  or  below  the  poverty  level,  compared  to  29%  of 
children  who  live  in  metropolitan  areas. 
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Realizing  the  extent  of  persistently  poor  urban  and  rural  communities,  the  program  is 
specifically  targeted  to  communities  with  high  poverty  rates     At  least  half  of  the  census  tracts 
(or  block  numbering  areas)  in  each  Empowerment  Zone  must  have  poverty  rates  of  35  percent 
or  more,  and  90  percent  of  the  tracts  must  have  poverty  rates  of  25  percent  or  more.    All 
tracts  must  have  poverty  rates  of  at  least  20  percent. 

Applicants  will  compete  for  zone  designations  based  on  the  quality  of  their  strategic 
plans  and  the  commitment  of  the  participating  entities  in  support  of  the  plan.    Each  plan  will 
be  judged  on  its  use  of  the  four  key  revitalization  strategy  principles  I  mentioned  earlier.    We 
will  not  base  our  reviews  on  "draftsmanship"  skills  --  the  most  professional  presentations  will 
not  be  given  an  advantage  in  the  selection     Rather,  we  will  look  for  strategic  plans  that  are 
realistic  and  tailored  to  the  individual  community's  needs,  goals,  and  economic  potential. 
Innovative,  comprehensive  plans  that  build  economic  self-sufficiency  and  include  significant 
involvement  of  low-income  residents  and  local  organizations  will  receive  preference. 

To  the  extent  possible,  we  will  build  flexibility  into  the  implementation  of  the 
Empowerment  Zone  program.    With  respect  to  Enterprise  Communities,  the  legislation 
provides  the  Secretaries  of  Agriculture  and  HUD  with  the  discretion  to  reduce  the  poverty 
eligibility  requirements.    For  example,  an  applicant  for  an  Enterprise  Community  with  6 
population  census  tracts  may  request  to  have  the  35%  threshold  lowered  by  10  percentage 
points  for  3  of  the  tracts,  effectively  reducing  the  poverty  rate  threshold  to  25%. 
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However,  other  eligibility  requirements  may  not  be  waived,  which  include  evidence  of 
pervasive  unemployment  and  general  distress,  an  area  population  of  30,000  or  less,  and  an 
area  size  limit  of  1,000  square  miles 

III.        Status  of  the  Program  Implementation 

The  Empowerment  Zone  program  represents  a  new  process,  one  where  the  Federal 
government  works  in  partnership  with  communities  and  local  and  state  governments  and  we 
are  in  the  process  of  taking  a  number  of  steps  to  assure  that  the  program  is  responsive  to 
community  needs. 

Our  first  task  was  to  get  the  Empowerment  Zone  program  into  operation.    We  did  this 
by  publishing  interim-final  regulations  for  the  program  on  January  18.    Since  then  we  have 
received  comments  from  more  than  20  persons  and  organizations  and  are  in  the  process  of 
reviewing  these  comments. 

Our  second  task  was  to  get  make  sure  that  communities  are  aware  of  the  program. 
Over  the  last  two  months,  we  have  worked  closely  with  other  Departments,  particularly  with 
HUD  and  HHS,  to  hold  a  series  of  regional  workshops  to  explain  the  program.    Seven  of  the 
fourteen  workshops  included  keynote  speakers  with  a  focus  on  rural  issues;  all  of  the  sessions 
included  presentations  on  the  rural  component  of  the  program.    The  attendance  at  these 
sessions  was  remarkable,  demonstrating  the  widespread  interest  in  the  Empowerment  Zone 
program.    While  our  numbers  may  be  understated,  we  estimate  that  over  3,000  individuals 
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from  rural  communities  participated  in  the  workshops 

In  close  cooperation  with  HUD,  HHS  and  other  Community  Enterprise  Board 
members,  we  developed  application  materials  to  explain  the  program  and  the  application 
process.    We  have  made  extensive  mailings  of  these  materials  to  state  and  local  organizations 
and  have  attempted  to  make  them  available  to  congressional  offices  for  distribution. 

We  have  established  a  connection  on  the  Internet  system  to  provide  both  information 
and  application  materials  to  communities  by  means  of  the  electronic  highway     We  also  have 
implemented  a  nationwide  800  number  for  potential  applicants  to  call  with  questions  about 
the  program.    That  number  is  1-800-645-4712. 

At  this  point,  we  are  on  the  third  task,  helping  rural  communities  make  successful 
applications  for  the  Empowerment  Zone  program.    As  you  are  aware,  the  requirements  for 
this  program  are  quite  different  from  the  typical  Federal  program     For  a  community  to  be 
competitive  in  obtaining  a  designation,  much  more  than  filling  out  an  application  form  is 
required.    The  statute  requires  each  community  to  undertake  a  process  of  strategic  planning 
that  involves  broad  segments  of  the  community,  especially  low-income  residents  and  the 
private  sector.    There  are  four  basic  steps  in  this  process:  getting  organized  and  defining  the 
proposed  area;  developing  a  community  vision  to  guide  the  strategic  plan;  developing  the  plan 
and  identifying  supporting  resources,  and  preparing  the  formal  application. 
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Taken  together,  this  application  process  requires  a  level  of  sophistication  that  many 
rural  communities  may  not  be  well-prepared  to  undertake.    From  my  personal  experiences,  I 
know  this  to  often  be  the  case  for  the  most  needy  rural  communities    To  help  assure  that 
rural  communities  understand  the  program  and  are  linked  up  with  resources  that  can  help 
them,  I  have  assigned  a  field  employee  in  every  State  to  serve  as  the  point  of  contact  for  the 
Empowerment  Zone  program     This  ensures  that  there  is  a  person  available  locally  who  can 
explain  the  broad  issues  of  the  program  and  assist  in  the  application  process.    In  December, 
the  Department  convened  a  three-day  workshop  to  provide  initial  training  to  these  employees, 
who  are  now  actively  supporting  rural  communities  during  the  implementation  process     In 
addition,  there  are  other  groups  that  are  making  significant  commitments  of  resources  to  assist 
communities  during  the  application  process      The  Appalachian  Regional  Commission  and  the 
Tennessee  Valley  Authority  are  providing  technical  assistance  in  strategic  planning  to  rural 
communities.    Additionally,  Fannie  Mae,  Freddie  Mac  and  Farmer  Mac  have  committed  to 
working  with  communities  in  the  application  process.    We  continue  to  seek  assistance  from 
the  nonprofit  and  private  sector  to  help  with  this  critical  stage  of  the  process. 

The  application  process  was  specifically  designed  to  offer  value  to  every  community 
that  competes,  as  local  and  state  governments,  along  with  community  members,  take  stock  of 
their  resources  and  consider  viable  answers  to  the  difficulties  the  community  faces. 

Our  fourth  task  is  to  assure  that,  once  the  communities  are  designated  as 
Empowerment  Zones  and  Enterprise  Communities,  we  continue  to  provide  effective  support  to 
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change  these  communities     Designation  is  just  the  start  of   a  10-year  commitment  of 
partnership  between  the  Federal  government,  the  state  and  local  governments,  and  the 
community.  We  will  continue  to  provide  on-the-ground  liaisons  with  designated  communities 
to  assist  them  in  accessing  Federal  resources  and  help  in  resolving  problems.    We  intend  to 
utilize  the  partnerships  already  created  in  the  State  Rural  Development  Councils  to  coordinate 
local  support  for  the  designated  areas     And,  we  are  working  with  HUD  and  HHS  to  develop 
effective  support  for  community  benchmarking  and  progress  evaluation,  as  required  by  the 
authorizing  statute     Only  through  such  efforts  will  we  be  able  to  use  these  communities  as 
role  models  for  other  distressed  communities 

I  believe  that  the  principles  of  the  Empowerment  Zone  program,  which  encourages 
comprehensive  strategic  planning  and  the  coordinated  efforts  among  Federal-State-local 
governments,  private  and  nonprofit  sectors,  and  citizens  of  poor  communities,  will  be  adopted 
more  widely  by  other  programs,  benefiting  all  Americans. 

IV.        Conclusion 

Chairman  Ford  and  Chairman  Rangel,  thank  you  again  for  this  opportunity  to  discuss 
the  implementation  of  the  Empowerment  Zone  program     As  I  have  indicated,  this  program  is 
very  important  to  this  Administration  as  it  creates  an  opportunity  for  distressed  rural 
communities  to  become  self-sufficient. 

I  believe  that,  up  to  this  point,  the  implementation  of  the  program  has  succeeded 
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beyond  our  expectations  and  I  am  optimistic  that  the  program  will  demonstrate  the  ability  of 
people  who  live  in  distressed  rural  communities  to  empower  themselves. 

As  many  of  you  know  first-hand,  the  needs  of  rural  communities  are  very  great  and 
require  the  coordinated  assistance  from  the  Federal,  state  and  local  governments,  as  well  as 
the  active  participation  of  the  private  sector;  the  Empowerment  Zone  program  creates  the 
environment  for  this  type  of  coordinated  effort     Secretary  Espy  and  I  are  committed  to 
ensuring  that  the  program  is  successful  throughout  this  nation. 

I  will  be  pleased  to  answer  any  questions  that  you  or  other  members  of  the  committee 
may  have. 
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Chairman  Rangel.  Now  we  will  hear  from  Secretary  Bane  of 
Health  and  Human  Services. 

STATEMENT  OF  HON.  MARY  JO  BANE,  ASSISTANT  SECRETARY 
FOR  CHILDREN  AND  FAMILffiS,  U.S.  DEPARTMENT  OF 
HEALTH  AND  HUMAN  SERVICES 

Ms.  Bane.  Mr.  Chairman,  I  am  delighted  to  be  here  with  my  col- 
leagues from  the  Departments  of  Housing  and  Urban  Development 
and  Agriculture  to  discuss  this  very  exciting  new  initiative.  Your 
committee  was  instrumental  in  passing  it,  and  you  must  be  so 
proud. 

HHS  is  delighted  to  be  a  partner  in  this  enterprise.  Secretary 
Shalala  represents  the  Department  on  the  Community  Enterprise 
Board.  As  the  Assistant  Secretary  for  Children  and  Families,  I 
have  the  responsibility  for  administering  the  social  services  block 
grant  program,  through  which  we  are  making  a  significant  mone- 
tary contribution  to  the  initiative. 

The  genius  of  the  empowerment  zone  initiative,  it  seems  to  me, 
is  in  its  recognition  of  the  links  between  economic  development, 
human  development,  and  community  development.  Human  cap- 
ital— trained,  functional,  healthy  children  and  families — as  Chair- 
man Ford  noted,  is  as  important  to  economic  regeneration  and  com- 
munity development  as  are  tax  credits,  loan  funds,  and  technical 
business  assistance. 

In  formulating  their  strategic  plans,  residents  of  empowerment 
zones  and  enterprise  communities  and  those  that  are  applying  for 
this  status,  will  be  expected  to  think  creatively  about  the  links  be- 
tween these  various  aspects  of  development  and  to  devise  strate- 
gies to  ensure  that  their  communities  meet  their  full  potential  in 
all  three  areas. 

The  empowerment  zone  legislation  provided  $1  billion  for  grants 
to  States  for  designated  areas  through  a  special  component  of  the 
social  services  block  grant,  which  is  administered  by  the  Office  of 
Community  Services  within  my  agency.  Under  the  SSBG  program, 
States  currently  use  title  XX  funds  to  finance  social  service  activi- 
ties, such  as  protective  services  for  children,  child  care,  home-based 
services,  and  a  wide  range  of  other  services.  They  also  fund  em- 
ployment and  training  services  to  meet  the  needs  of  children,  fami- 
lies, the  aged,  and  people  with  physical  or  mental  disabilities. 

The  empowerment  zone  legislation  allows  communities  to  use 
these  additional  SSBG  funds  in  the  context  of  a  strategic  plan  that 
brings  together  not  only  social  services,  but  also  initiatives  that  re- 
late to  economic  development  and  community  development. 

There  is,  as  you  know,  additional  flexibility  in  the  types  of  activi- 
ties that  can  be  funded  with  this  special  title  XX  money  in  com- 
parison with  the  regular  program.  The  money,  of  course,  will  be 
used  to  bring  about  the  three  goals  that  are  mentioned  in  title  XX 
and  reinforced  in  the  empowerment  zone  legislation:  Achieving  or 
maintaining  self-sufficiency;  preventing  or  remedying  neglect, 
abuse  or  exploitation  of  children  and  adults;  and  preserving  and 
supporting  families. 

Communities  may  use  the  special  money  for  things  like  sub- 
stance abuse  prevention  and  treatment  programs,  programs  that 
provide   activities   outside   of  school   hours,   entrepreneurship   and 
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self-employment  training,  community  and  economic  development 
activities,  training  and  employment  in  construction  or  rehabilita- 
tion of  affordable  nousing,  and  emergency  and  transitional  shelter. 

I  think  the  really  exciting  thing  is  that  this  program  provides 
both  the  incentive  and  the  opportunity  for  communities  to  see 
themselves  as  a  whole.  In  developing  their  strategic  plans,  commu- 
nities will  be  able  to  devise  strategies  that  focus  on  those  aspects 
of  the  community  that  are  most  in  need. 

Both  Secretary  Cuomo  and  Secretary  Nash  talked  about  imple- 
mentation. Let  me  just  say  a  word  about  HHS'  role  in  that  process. 
We  have  been  participating  in  the  forums  that  were  mentioned  by 
both  Secretaries  and  have  been  trying  to  help  communities  under- 
stand how  to  integrate  human  development  activities  into  their 
strategic  plans. 

We  have  disseminated  technical  assistance  briefs  on  a  number  of 
topics  and  talked  with  representatives  of  communities  about  how 
they  can  integrate  youth  development  activities  and,  of  course,  ac- 
tivities that  focus  on  children,  which  are  so  important  to  their 
plans. 

Several  programs  that  are  administered  by  the  Administration 
for  Children  and  Families  and  by  the  Public  Health  Service  within 
HHS  will  give  some  form  of  special  consideration  to  grant  appli- 
cants, and  we  are  proud  to  be  able  to  do  that. 

Chairman  Ford,  Chairman  Rangel,  Secretary  Shalala  has  com- 
mitted the  Department  of  Health  and  Human  Services  to  do  every- 
thing possible  to  ensure  the  success  of  the  community 
empowerment  initiative.  We  will  continue  to  work  in  partnership 
with  our  fellow  agencies  and  with  you  to  provide  both  economic  de- 
velopment and  human  development  in  these  very  needy  commu- 
nities. Thank  you  very  much. 

Chairman  Rangel.  Thank  you  Secretary  Bane. 

[The  prepared  statement  follows:] 
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STATEMENT  OF  MARY  JO  BANE 

ASSISTANT  SECRETARY  FOR  CHILDREN  AND  FAMILIES 

DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

Chairman  Ford,   Chairman  Rangel,  and  Members  of  both 
Subcommittees,  I  am  pleased  to  be  here  today  with  Assistant 
Secretary  Cuomo  and  Under  Secretary  Nash  to  discuss  the 
activities  of  the  Department  of  Health  and  Human  Services  under 
the  Empowerment  Zone  and  Enterprise  Community  (EZ/EC)  initiative. 

As  you  may  know,  HHS  has  been  a  key  contributor  to  the  community 
empowerment  initiative  since  its  inception.   We  helped  in  the 
development  of  the  initiative  and  are  participating  actively  in 
its  implementation.   Secretary  Shalala  represents  HHS  on  the 
Community  Enterprise  Board,  which  guides  the  overall  initiative. 
Other  HHS  staff  serve  on  the  National  Economic  Council's 
interagency  workgroup,  which  is  responsible  for  designing  and 
implementing  this  effort  and  for  coordinating  empowerment  efforts 
across  the  government. 

As  Assistant  Secretary  for  Children  and  Families,  I  am 
responsible  for  administering  the  Social  Services  Block  Grant 
(SSBG)  program,  through  which  HHS  is  making  a  significant 
monetary  contribution  to  the  EZ/EC  initiative.   In  addition,  the 
Administration  for  Children  and  Families  administers  a  number  of 
other  programs  that  complement  the  EZ/EC  initiative.   I  will 
discuss  some  of  these  programs  in  more  detail  later  in  my 
testimony. 

We  are  committed  to  working  with  the  designated  Zones  and 
Communities  to  ensure  the  successful  implementation  of  their 
strategic  plans.   We  are  equally  committed  to  doing  what  we  can 
to  assist  non-designated  communities  that  propose  innovative 
strategies  for  addressing  their  specific  problems. 

SOCIAL  AND  ECONOMIC  DEVELOPMENT 

HHS  brings  a  human  development  perspective  to  community 
empowerment.   There  is  an  essential  link  between  economic 
development  and  human  development.   Human  capital  —  trained, 
functional,  healthy  people  —  is  as  important  to  economic 
regeneration  as  tax  credits,  loan  funds,  and  technical  business 
assistance.   Residents  of  Empowerment  Zones  and  Enterprise 
Communities  must  have  the  education,  health  care,  job  placement 
assistance,  and  family  support  they  need  to  be  hired  for  and  to 
succeed  in  newly  created  jobs.   We  must  build  the  capacity  and 
stability  of  children,  youths,  and  families  so  that  they  become 
able  to  create  their  own  opportunities. 

Therefore,  in  addition  to  advancing  the  creation  of  new 
employment  and  business  opportunities,  we  are  promoting  the 
integration  of  social  and  human  development  as  an  important 
component  of  a  complete  economic  and  community  development 
agenda. 

SOCIAL  SERVICES  BLOCK  GRANT  FUNDS 

The  Empowerment  Zone  legislation  provided  $1  billion  for  grants 
to  states  for  designated  areas  through  a  special  component  of  the 
Social  Services  Block  Grant  program  administered  by  HHS.   I  will 
refer  to  this  money  as  EZ/EC  SSBG  funds.   It  is  an  essential 
element  in  the  community  empowerment  initiative. 

Under  the  SSBG  program,  authorized  under  title  XX  of  the  Social 
Security  Act,  funds  are  distributed  to  States.   States  currently 
use  title  XX  funds  to  finance  social  service  activities,  such  as 
protective  services  for  children,  child  care,  home-based 
services,  and  a  wide  range  of  other  services  to  meet  the  needs  of 
children,  families,  the  aged,  and  people  with  physical  or  mental 
disabilities.   There  is  additional  flexibility  in  the  types  of 
activities  that  may  be  funded  with  EZ/EC  SSBG  funds  in  comparison 
with  the  regular  SSBG  program.   These  activities  must  address  any 
of  three  of  the  broad  goals  defined  under  the  SSBG  program.   Two 
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of  the  goals  focus  on  enabling  economic  self-support  and 
independence;  the  third  goal  focuses  on  preserving, 
rehabilitating,  or  reuniting  families  and  addressing  the  abuse  or 
neglect  of  children  and  adults. 

Designated  zones  and  communities  will  be  able  to  use  EZ/EC  SSBG 
funds  to  pursue  a  number  of  program  options  without  providing 
special  justification  in  their  strategic  plans.   The  program 
options  focus  on  services  that  promote  both  social  and  economic 
development,  namely: 

►•    substance  abuse  prevention  and  treatment  programs  with 
comprehensive  services  for  mothers  and  children; 

►•    programs  that  provide  activities  outside  of  school 

hours,  such  as  keeping  schools  open  after  hours  and  on 
weekends  for  mentoring  and  studying; 

►  entrepreneurship  and  self-employment  training  to 
promote  self-sufficiency; 

*    community  and  economic  development  activities,  such  as 
transportation  services  to  link  workers  with  jobs; 

►  home  ownership  and  other  assistance  to  move  people  to 
economic  independence; 

►  training  and  employment  in  construction, 
rehabilitation,  or  improvement  of  affordable  housing, 
public  infrastructure,  and  community  facilities;  and 

►  emergency  and  transitional  shelter. 

If  communities  use  funds  to  pursue  these  options,  they  will  be 
able  to  undertake  certain  activities  —  such  as  purchasing  or 
improving  land  or  facilities  —  that  would  not  be  possible  under 
the  regular  SSBG  program.   Other  innovative  activities  not 
specified  as  program  options  may  also  be  funded  with  EZ/EC  SSBG 
money,  but  must  be  explained  and  justified  in  the  applicant's 
strategic  plan. 

EZ/EC  SSBG  funds  will  be  awarded  for  use  over  a  10-year  period  to 
enable  grantees  to  think  creatively  and  plan  for  the  longer  term. 
This  will  give  communities  more  stable  and  flexible  funding 
needed  to  accomplish  their  goals. 

IMPLEMENTATION 

During  the  early  stages  of  the  community  empowerment  initiative, 
HHS  has  been  providing  communities  with  information  on  the 
program.   Our  efforts  reflect  the  initiative's  focus  on  the 
integration  of  economic  and  social  development,  and  especially 
the  support  of  children  and  families. 

We  have  participated,  together  with  HUD,  Agriculture,  and  other 
federal  agencies,  in  a  number  of  forums  in  communities  across  the 
country  to  answer  questions  about  the  community  empowerment 
initiative.   Representatives  from  the  Office  of  the  Secretary, 
ACF,  PHS  and  our  regional  offices  attended  these  workshops.   We 
have  provided  to  communities  information  about  HHS  programs  and  a 
list  of  HHS  contact  persons.   We  are  advising  our  grantees  at  the 
State  and  community  levels  about  the  initiative  and  are 
encouraging  their  participation  in  community  strategic  planning. 

We  have  disseminated  technical  assistance  briefs  on  topics  such 
as  assessing  a  community's  strengths  and  needs,  streamlining 
intake  and  eligibility  systems,  and  planning  a  comprehensive 
service  system.   Because  these  briefs  were  created  for 
practitioners,  they  are  oriented  toward  human  development  and 
family  support  services,  and  include  case  studies  and  step-by- 
step  guidance.   In  addition,  we  are  disseminating  to  an  extensive 
network  of  HHS  grantees  and  national  advocacy  organizations  a 
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guide  to  -ae ,al  clearin^ouses  ana  resource  ^enter^developed^y 

activities  developed  by  our  Administration  on  Children  ana 
Families. 

^Famille^-Hn^ 

appUcanls  serving  residents  of  similar  distressed  areas  that 
undertake  a  comprehensive  planning  process. 

Furthermore,  many  ACF  and  PHS  programs  will  Pr°vif%inf°™can?s 

to  help  grantees  plan  and  coordinate  related  services.   In 

addition  we  are  providing  information  to  applicants  about  the 

residents  and  facilitate  the  development  of  self-sufficiency 
among  community  residents. 

We  will  participate  with  HUD,  Agriculture,  and  other  federal 
!Lnii«  in  the  review  of  applications  from  communities,  and  we 
will  work  directly  w!th  communities  to  overcome  any  federal 
Impediments  to  the  effective  provision  of  human  development 
services. 

CONCLUSION 

^mSte/tne   ^menTo^^n   andean   S^rvices^o  doing 
evening  possible  to  ensure  the   success  of   t^Community^^ 

wX'oSefcab  nef agencies  to'acnleve  this  goal   by  P^-ting 
both  economic  opportunity  and  human  development.      We  want  t     make 
a   rea?   difference    in  the    lives   of   the  people  we   serve.      This 
initiative   is  an  exciting  opportunity   for  all  of  us. 

I   would   be   happy   to   answer   any   questions   you  might   have   at   this 
time. 
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Chairman  Range  L.  You  know,  more  important  than  the  sub- 
stance of  the  testimony  of  you  three  is  the  excitement  which  all  of 
you  feel  and  the  opportunity  that  we  have. 

Secretary  Cuomo  emphasized  how  government  has  to  get  out  of 
the  way  of  people  and  let  them  express  how  they  think  that  they 
can  do  better.  Well,  that  is  so.  But  still  the  Congress  is  an  impedi- 
ment, the  committees  are  impediments,  the  agencies  and  the  de- 
partments are  impediments.  To  a  large  degree,  we  are  going  to 
have  to  depend  on  you  for  recommendations  as  to  how  you  feel  gov- 
ernment can  do  a  better  job  if  you  were  not  restricted  by  the  juris- 
dictions of  the  committees  that  we  have  here. 

And,  certainly,  I  was  able  to  sell  this  concept  to  the  Republicans 
not  on  compassion  and  you  have  to  do  something  about  the  poor 
and  do  the  right  thing  but  rather  on  deficit  reduction.  When  you 
can  see  the  billions  of  dollars  being  poured  into  these  communities 
for  emergency  cases — AIDS,  tuberculosis,  unemployment,  homeless- 
ness — and  yet  we  are  willing  to  pay  the  money  at  the  rough  end 
as  we  always  had  in  health  without  doing  what  the  administration 
has  challenged  the  Congress  to  do  to  invest  and  change  the  system. 

So  when  you  take  all  of  the  resources  that  are  already  going  into 
these  communities,  one  of  the  things  that  I  am  concerned  about  is 
that  mayors  and  other  people  not  look  at  this  as  some  type  of  a 
poverty  program  where — here  they  come  again,  distributing  mon- 
eys. When,  basically,  what  we  are  trying  to  do  is  find  out  how 
much  do  we  have,  how  is  it  being  used,  and  how  can  we  give  incen- 
tives for  a  better  delivery  system  and  so  that  employers  will  have 
some  idea  as  to  what  they  want  from  our  schools.  That  we  con- 
centrate, at  least  in  the  community  level,  on  teachers  and  edu- 
cation. 

As  we  politically  concentrate  on  more  jails  and  more  cops  and  so 
that  we  can  have  safe  streets  but  at  the  same  time  have  the  sense 
of  balance  for  those  people  who  live  in  these  communities. 

My  question  is,  it  is  easy  to  know  what  we  would  have  given 
these  communities  without  this  legislation.  How  are  you  certain 
that  mayors — strike  that — that  local  governments  and  State  gov- 
ernments are  making  more  than  what  they  usually  contribute  to- 
ward this  in  order  to  enhance  the  package  to  make  it  more  suscep- 
tible to  being  selected  for  either  an  empowerment  or  enterprise 
zone? 

Mr.  Cuomo.  Mr.  Chairman,  as  usual,  I  think  you  put  your  finger 
right  on  the  most  poignant  of  the  issues. 

First,  what  we  have  said  to  the  communities  is,  as  you  just  stat- 
ed so  eloquently,  rather  than  the  Federal  Government  telling  you 
what  we  think  you  should  be  doing  in  your  community  let's  turn 
the  table.  You  put  your  people  at  the  table.  You  come  up  with  your 
solution.  Forget  the  programs.  Forget  the  regulations.  You  tell  us 
what  you  need  to  restore  your  community,  and  we  will  try  to  re- 
spond to  you,  try  to  get  the  Federal  Government  in  a  position 
where  it  is  responding  to  problems  rather  than  running  programs. 

The  Federal  bureaucratic  outlook  is  these  are  the  programs  I 
have.  These  are  the  regulations.  If  they  happen  to  match  your  com- 
munity's need,  God  bless.  If  not,  you  are  out  of  luck.  We  are  trying 
to  change  that  essential  culture. 
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Let  them  come  to  us  with  their  plan.  We  will  try  to  make  our 
programs  work.  That  is  the  essence  of  the  Community  Enterprise 
Board  which  is  headed  by  the  Vice  President  which  will  put  the 
Secretaries  at  the  table  to  try  to  come  up  with  the  top-level  waivers 
and  flexibility  that  we  will  need  to  make  this  Federal  money  fit 
that  solution  on  the  community  level. 

Also,  the  funds  that  tend  to  be  available,  as  the  Chairman 
knows,  as  his  committee  facilitated,  tend  to  be  flexible  funds.  The 
funding  that  Secretary  Bane  was  speaking  about,  which  was  fund- 
ing provided  by  this  committee,  the  SSBG  money  is  more  flexible 
than  normal  just  so  it  works  to  fit.  The  HUD  money  that  would  be 
coming  is  more  flexible  than  normal  just  so  it  can  fit  the  commu- 
nity's plan.  That  is  the  first  point. 

The  second  point  is  that  the  Federal  Government  does  not  be- 
lieve we  are  in  a  position  to  carry  the  burden  alone.  Once  the  com- 
munity comes  up  with  a  plan,  what  is  the  appropriate  responsibil- 
ity and  response  for  the  Federal  Government?  And,  at  the  same 
time,  where  are  our  partners  in  local  government  and  State  govern- 
ment and  the  not-for-profit  community  and  the  foundations?  We 
are  looking  to  the  local  community  to  marshal  all  those  resources 
in  designing  their  plan. 

And,  in  my  opinion,  the  best  application — or  better  application — 
would  be  that  application  that  has  a  significant  contribution  from 
the  local  government  and  the  State  government  and  the  not-for- 
profits  and  the  foundations. 

This  is  not  supposed  to  fall  solely  on  the  shoulders  of  the  Federal 
Government.  We  are  recognizing  a  responsibility  that  maybe  the 
Federal  Government  hasn't  recognized  before,  but  at  the  same  time 
we  want  to  acknowledge  that  responsibility  in  partnership  with  the 
State  and  locals  and  their  contribution.  Be  it  financial,  be  it  long- 
term  capital  development,  we  would  expect  to  be  in  a  successful  ap- 
plication. 

Chairman  Range L.  Secretary  Nash. 

Mr.  Nash.  Thank  you. 

Mr.  Chairman,  as  a  former  State  economic  development  official, 
I  have  seen  over  the  last  10  to  12  years,  particularly,  State  govern- 
ments become  more  concerned  and  active  in  economic  development 
rather  than  leaving  it  totally  to  the  Federal  Government.  And  I  see 
that  trend  continuing. 

Second,  in  our  evaluation  of  these  proposals,  this  leveraging  and 
partnership  from  not  only  State  government  but  local  government 
foundations  and  other  economic  development  groups  is  going  to  be 
critical.  I  have  been  saying  to  these  groups,  this  whole  system,  this 
whole  process  of  empowerment  zones  and  allowing  you  to  decide 
what  you  want  for  your  community  is  more  important  than  the  dol- 
lars involved  themselves.  Even  if  you  had  more  dollars  in  these 
constrained  categorical  programs  it  would  not  be  as  beneficial. 

Next,  I  anticipate — and  what  I  have  seen  in  these  workshops  is 
a  tremendous  amount  of  excitement,  not  necessarily  because  of  the 
dollars  but  because  of  the  flexibility  that  we  are  giving  them.  We 
are  saying  to  State  governments,  you  must  belly  up  to  the  bar. 
That  is  the  term  I  have  been  using  as  I  have  been  out  in  the  field. 

Chairman  Rangel.  Secretary  Bane. 
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Ms.  Bane.  Well  Mr.  Chairman,  I  think  the  proof  of  the  pudding 
is  going  to  be  in  the  strategic  plans.  And  until  we  actually  see 
them,  we  won't  be  able  to  say  firmly  whether  communities  are  in- 
deed coming  up  with  those  strategies.  But  from  what  we  have 
heard  at  the  community  forums  and  from  the  questions  and  con- 
versations that  we  have  had  with  potential  applicants,  it  sure  looks 
like  we  are  going  to  have  hard  decisions  to  make  this  summer  be- 
cause there  is  so  much  excitement  and  so  much  creativity. 

When  we  sit  down  to  look  at  the  applications  and  assess  the  stra- 
tegic plans,  we  will,  in  fact,  be  able  to  say  that  those  applications 
that  make  the  best  uses  of  private-sector  resources,  that  do  the 
most  leveraging  of  other  resources  in  the  community  are  the  ones 
that  are  going  to  achieve  designations.  I  think  we  are  actually 
going  to  have  a  hard  time  making  decisions  among  applicants,  and 
we  will  be  able  to  apply  those  criteria  really  well. 

Chairman  Rangel.  I  can  tell  you  that  it  is  a  real  pleasure  and 
honor  for  me  to  have  a  team  from  the  administration  like  the  three 
of  you.  Because  the  Congress  finds  it  easy  sometimes  to  work  its 
will,  but  if  you  don't  have  an  administration  that  understands  the 
intent  and  feels  that  it  is  good  then  it  makes  it  difficult. 

I  think  it  is  exciting  really,  too,  because  if  this  works  with  the 
flexibility,  that  we  go  at  the  core  of  the  problems  and  not  just  to 
deal  with  it  by  one  particular  symptom  of  it,  I  think  it  would  be 
a  lot  easier  for  us  to  come  back  to  this  Congress  and  talk  about 
programs,  not  how  many  lives  we  have  saved  or  how  many  people 
are  working  or  how  competitive  or  more  productive  we  are  as  a  Na- 
tion, but  certainly  we  can  talk  about  how  much  money  we  saved 
in  the  different  categories  that  we  are  spending  and  how  much 
money  we  are  investing  back  into  the  community. 

I  have  gone  before  the  League  of  Cities  and  the  Conference  of 
Mayors  in  saying  that  there  are  no  losers  in  this,  that  you  have  an 
opportunity  to  break  the  restrictions  that  allow  you  to  use  the  cre- 
ative imagination  and  deliver  the  services  that  you  have  there. 

And  in  the  city  of  New  York,  where  we  have  a  new  administra- 
tion, that  the  politics  would  dictate  that  would  take  a  long  time  for 
me  to  really  feel  comfortable  for  me  to  talk  with  them.  I  have  been 
forced  to  talk  with  them  for  something  that  is  of  mutual  benefit  to 
our  city.  And  this  is  something  that  drives  a  lot  of  departments  not 
to  think  of  their  jurisdiction  or  how  many  people  are  going  to  be 
there  but  can  we  do  a  better  job  and  are  we  forced  to  do  it  because 
we  are  now  competing  for  something  that  is  far  beyond  our  little 
local  politics. 

And  so  we  have  been  doing — and,  believe  me,  from  every  member 
I  have  talked  to — and  I  have  just  chatted  with  Chairman  Ford — 
it  is  bringing  us  closer  to  our  constituents  who  want  to  know  what 
is  this  all  about.  And  it  allows  them  to  do  a  better  job  and — rec- 
ognizing that  help  is  on  the  way. 

Let  this  be  an  ongoing  thing.  We  would  like  to  have  oversight 
without  getting  in  your  way.  I  think  the  best  way  we  can  handle 
this,  if  you  feel  comfortable  in  sharing  with  us  problems  you  are 
having — you  can  take  care  of  the  executive  part,  but  if  it  needs  leg- 
islation— we  all  know  that  this  is  a  laboratory.  This  is  a  test.  We 
are  only  trying  it  out. 
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But  there  is  so  much  that  is  going  to  rest  on  whether  or  not  this 
is  successful  because  already  people  are  saying  it  is  another  war 
against  poverty,  and  it  is  another  model  cities.  But  I  think  what 
is  involved  is  a  philosophy  that  allows  all  of  us  to  do  our  jobs  bet- 
ter. 

Chairman  Ford. 

Chairman  Ford.  Thank  you,  Mr.  Chairman. 

Mr.  Cuomo  and  Dr.  Bane,  there  is  a  concern  expressed  in  written 
testimony  by  several  witnesses  here  today  that  the  human  develop- 
ment component  of  the  initiative — that  is,  parent  and  family  sup- 
port, child  care,  education  and  training,  substance  abuse  treat- 
ment— not  be  downplayed  relative  to  trie  economic  development 
component  of  the  empowerment  zones.  And  there  is  an  additional 
concern  that  the  resources  and  expertise  of  HHS  and  other  human 
services  providers  have  not  been  brought  to  bear  on  this  process 
sufficiently. 

And  maybe  I  will  get  you,  Dr.  Bane,  to  lead  since  we  are  making 
reference  to  HHS. 

Ms.  Bane.  Why  don't  I  start? 

As  you  know,  Mr.  Chairman,  I  am  not  exactly  a  shy  and  retiring 
participant  in  the  activities  that  I  am  a  part  of,  and  I  am  actually 
very  proud  and  pleased  about  the  role  that  HHS  has  been  able  to 
play,  along  with  our  partners  from  HUD  and  Agriculture,  in  laying 
out  the  guidelines. 

As  I  was  looking  over  the  background  materials  last  night,  I  was 
pleased  to  note,  for  example,  that  one  of  the  first  examples  in 
the  strategic  planning  guide  for  rural  communities  is  a  human- 
development  program  from  Oakland.  The  Oakland  Strategies 
Council  has  organized  its  community  effort  around  services  for 
young  children  and  their  families  and  sees  that  as  a  key  to  the  de- 
velopment of  that  community. 

Such  examples  in  the  guides  will  help  communities  focus  on  the 
very  important  links  among  human  development,  economic  devel- 
opment and  community  development.  We  intend  to  keep  working 
as  full  partners  with  HUD  and  Agriculture  in  order  to  make  sure 
that  those  very  important  linkages  are  maintained. 

Chairman  Rangel.  Mr.  Cuomo. 

Mr.  Cuomo.  Mr.  Chairman,  I  would  second  everything  that  Sec- 
retary Bane  said.  I  am,  frankly,  confused  by  the  fact  that  someone 
could  even  offer  that  potential  criticism  of  the  program. 

Certainly  the  difference  between  empowerment  zones  and  enter- 
prise zones  is  I  think  that  the  Clinton  administration  recognized 
that  it  is  simplistic  to  believe  that  tax  incentives  alone  would  then 
lure  a  business  back  into  the  community  and  then  miraculously, 
once  the  business  went  back  into  the  community,  all  woes  would 
be  resolved. 

What  empowerment  zone  concept  is  is  that  it  is  not  enough  to 
get  the  business  back.  We  also  want  to  provide  the  comprehensive 
services  needed  for  the  people  in  that  zone.  Let's  get  the  physical 
reconstruction  going.  Let's  get  the  housing  going.  Let's  get  the 
roads  rebuilt.  And  let's  rebuild  and  help  the  human  capital  forma- 
tion. Let's  get  the  social  services  in,  the  day  care  in,  the  job  train- 
ing in,  so  that  person  is  a  productive  employee  for  the  business 
that  we  want  to  attract  and  has  a  brighter  future  for  themselves. 
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I  think  those  are  essential  tenets  of  the  empowerment  zone  pro- 
gram which,  frankly,  are  unique  to  the  empowerment  zone  pro- 
gram. And  the  resources  that  you  see — as  Secretary  Bane  said,  the 
resources  that  are  brought  to  bear  also  demonstrate  that. 

I  could  argue  that  the  most  significant  single  source  of  resources, 
as  established  by  this  committee,  would  be  toward  human  services 
under  the  social  services  block  grant  so  we  are  aware  of  the  con- 
cern. I  think  it  was  more  of  a  concern,  frankly,  with  enterprise 
zones  than  with  empowerment  zones. 

Chairman  Ford.  But,  Ms.  Bane,  as  an  indication  of  HHS'  in- 
volvement in  the  implementation  process,  you  note  that  HHS  offi- 
cials attended  the  regional  planning  workshop.  Some  folks  attended 
the  workshop  and  didn't  recall  hearing  from  HHS  officials  there. 
Did  HHS  staff  attend  the  workshop?  And,  if  they  did,  what  visible 
role  did  they  play?  And  where  is  HHS  as  it  relates  to  the  human 
development  side  in  the  implementation  of  this? 

I,  too,  agree  with  Secretary  Cuomo.  I  want  that  flexibility.  But 
when  I  look  at  the  options  that  have  been  designated  under  the 
statute,  they  are  geared  toward  the  human  development  side. 

That  flexibility,  Mr.  Cuomo,  I  want  it.  I  would  like  to  have  it. 
And  if  HHS  is  not  a  part  of  the  implementation  process,  I  would 
like  to  know  why  and  whether  or  not  we  can  incorporate  HHS  since 
we  are  talking  about  the  human  development  side  of  it. 

Flexibility  is  needed.  I  support  Mr.  Cuomo  on  that.  But  I  just 
want  to  make  sure  that  the  four  options  that  have  been  set  out  in 
the  statute,  and  the  intent  expressed  by  the  conferees  and  the 
members  of  the  committee,  are  adhered  to. 

Ms.  Bane.  Mr.  Chairman,  I  want  to  assure  you  that  we  are  in- 
deed and  will  continue  to  be  full  participants  in  implementation. 

Our  role  varied  a  bit  from  forum  to  forum.  Our  director  of  com- 
munity services,  Don  Sykes,  was  at  many  of  the  forums  and  par- 
ticipated in  several  opening  sessions.  We  also  participated  in  many 
workshops  at  the  forums  and  will  continue  to  be  active  participants 
in  working  with  communities. 

As  you  know,  the  legislation  specifies  the  Secretaries  of  HUD  and 
Agriculture  as  the  designating  Secretaries.  Therefore,  they  are  the 
Secretaries  who  have  the  responsibility  for  issuing  the  application 
forms  and  the  regulations. 

We  have,  however,  been  working  very  closely  with  them  to  en- 
sure that  all  the  materials  maintain  an  emphasis  on  children  and 
families. 

Chairman  Ford.  Have  all  three  of  the  agencies  sent  that  mes- 
sage out  to  cities  developing  applications?  Has  that  been  a  unified 
message  from  all  three  agencies  to  all  of  the  cities? 

Mr.  Cuomo.  Mr.  Chairman,  I  believe  so.  And  I  think  it  is  even 
beyond  that.  What  we  have  been  saying  here  is,  frankly,  as  my  col- 
league mentioned  earlier,  this  goes  beyond  just  the  three  depart- 
ments you  see  represented  before  you  today.  This  is  truly  a  Federal 
Government  that  is  coming  together,  saying  we  understand  you 
need  a  comprehensive,  holistic  approach  and  the  Federal  Govern- 
ment should  be  responding. 

That  is  the  essence  of  the  Community  Enterprise  Board  which  is 
headed  by  the  Vice  President  and  has  more  than  just  our  three  de- 
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partments   and   the   resources   that  we   can   marshal   but  the   re- 
sources across  the  Federal  Government. 

And  in  these  applications,  if  a  community  wants  to  stress  the 
human  services  potential — remember  that  we  are  leaving  it  to  the 
community  to  tell  us  what  they  need — but  if  they 

Chairman  Ford.  But  you  are  going  to  have  to  follow  the  stat- 
ute— the  laws — that  have  been  passed  with  this  program.  You  can- 
not leave  the  human  development  side  out  and  say  that  these  com- 
munities can,  if  they  want  to. 

They  will  have  to  incorporate  the  human  development  compo- 
nent. You  can't — all  of  the  funds  are  running  through  a  block  grant 
program  under  title  XX  which  falls  under  the  jurisdiction  of  Health 
and  Human  Services. 

I  want  the  flexibility  here,  and  we  are  going  to  have  it  with  all 
of  your  help — the  Office  of  Housing  and  Urban  Development  and 
Agriculture  and,  hopefully,  many,  many  other  agencies  throughout 
the  Federal  Government.  I  certainly  appreciate  and  like  the  flexi- 
bility that  you  are  talking  about  and  want  to  be  a  part  of  that,  but 
I  certainly  don't  want  to  overlook  the  fact  that  these  funds  are 
being  funneled  through  title  XX. 

The  options  that  are  set  out  allow  flexibility.  I  support  you  on 
that,  Mr.  Cuomo.  I  think  you  are  on  the  right  road,  headed  in  the 
right  direction,  and  I  think  we  can  do  that. 

But  this  is  a  major  initiative — empowerment  zones— new  policy 
that  is  going  to  be  set  forth  for  urban  and  rural  areas  in  this  coun- 
try, and  I  want  to  make  sure  that  through  the  human  development 
component  children  and  families  are  strengthened  in  this  process, 
with  all  of  the  flexibility  that  you  spoke  of  earlier. 

Mr.  Cuomo.  Mr.  Chairman,  since  HUD  is  a  designating  agency, 
our  opinion  would  be  that  a  successful  application  would  be  an  ap- 
plication that  coordinates  economic,  physical  and  human  develop- 
ment. Those  are  three  legs  of  a  stool,  and  the  stool  won't  work 
without  all  three  legs. 

So  the  human  capital  development,  we  believe,  is  an  essential 
component  of  any  successful  application.  And  if  it  is  not  there,  I 
don't  know  how,  unless  you  had  an  extraordinary  circumstance, 
you  could  have  an  integrated,  intelligent  plan  of  community  rede- 
velopment without  the  human  capital  component. 

Chairman  Ford.  Well,  you  know,  you  put  the  human  capital  last, 
but  for  the  first  two  to  function  they  must  have  a  human  develop- 
ment aspect.  When  we  read  the  statute,  the  human  development 
component  must  be  a  major  part. 

And,  Dr.  Bane,  you  mentioned  earlier  how  the  human  develop- 
ment part  would  be  integrated  into  all  of  it.  And  I  am  just  saying 
the  economic  development  aspect  of  it,  the  job  creation  aspect  of  it, 
whatever  the  flexibilities  are,  Mr.  Cuomo,  we  just  want  to  make 
sure  that  we  integrate  human  development  at  every  level  as  we 
speak  of  enterprise  and  empowerment  zones. 

Mr.  Cuomo.  Mr.  Chairman,  rest  assured.  We,  obviously,  didn't 
write  the  statute,  but  if  you  look  at  the  material  that  we  did  write 
you  will  see  that  you  have  those  three  components,  and  each  one 
is  as  important  as  every  other. 

And  I  think  the  Chairman  put  it  well:  Unless  you  interconnect 
and  interweave  all  three,  you  won't  have  the  best  plan  that  you 
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could.  So  we  are  looking  for  all  three  components  in  a  weave-to- 
gether with  interconnected  need  in  a  comprehensive  approach. 

Chairman  Ford.  I  applaud  you,  Mr.  Cuomo,  and  all  three  agen- 
cies, and  thank  you  very  much,  Mr.  Chairman. 

Chairman  Rangel.  Mr.  Kopetski. 

Mr.  KOPETSKI.  Thank  you,  Mr.  Chairman. 

Mr.  Nash,  I  really  appreciated  your  comment  about  you  are 
working  with  the  local  communities  and  not  going  to  be  impressed 
only  with  the  professional  grantwriters'  submissions  in  this  area. 

We  have  a  particular  problem  in  Oregon  in  the  way  our  popu- 
lation is  dispersed,  and  that  is  we  will  have  a  large  city  such  as 
Salem,  the  Capital  City  where  I  reside,  but  you  only  have  to  go  10 
miles  out  of  town  and  you  have  very  distressed  communities  main- 
ly because  of  the  forest  policies  which  this  administration  has 
adopted  in  addition  to  some  other  problems  within  the  timber  in- 
dustry, which,  believe  me,  we  don't  want  to  debate  today. 

But  my  question  goes  to  eligibility  of  these  kinds  of  counties 
where,  when  you  start  applying  these  formulas,  on  the  surface  it 
may  be  that  countywide,  populationwise,  things  are  fine,  but  when 
you  get  into  these  small  towns  and  maybe  there  are  3,000  people 
or  1,000  people,  there  are  16  to  30  percent  unemployment  rates. 
One  of  the  things  that  occurs  is  it  forces  a  migration  to  the  urban 
cities,  urban  areas,  which  we  are  trying  not  to  do  in  our  land  use 
planning  and  distribution. 

Do  your  regulations  address  that  problem? 

Mr.  Nash.  Congressman,  I  believe  we  have  received  a  number  of 
questions  from  around  the  country  along  the  same  lines  as  you  are 
asking  now.  And  I  think  that  the  regulations  allow  for  some  flexi- 
bility. For  example,  in  looking  at  rural  areas  that  might  be  outside 
of  metropolitan  counties  or  large  urban  areas,  they  are  as  rural  as 
a  small  community  in  a  totally  nonmetropolitan  county. 

I  think  that  with  issues — dealing  with  issues  such  as  towns  or 
townships  and  maybe  not  these  large  census  tracts  we  might  be 
able  to  address  some  of  those  special  circumstances,  again,  that 
just  get  knocked  out  because  on  the  face  of  it  they  don't  fit.  I  be- 
lieve the  flexibility  is  there  to  address  some  of  those  issues. 

Mr.  Kopetski.  Good.  And  will  the  grants  or  the  designations  be 
awarded  on  a  county-only  basis  or  can  two  or  three  counties  form 
a  consortium  and  make  application? 

Mr.  Nash.  Two  or  three  cities,  two  or  three  counties  and  even  up 
to  three  States,  I  believe,  can  submit  an  application. 

Mr.  Kopetski.  Up  to  three  States,  wonderful.  And  this  is  for  the 
empowerment — I  am  sorry — the  enterprise  community,  is  that  cor- 
rect? 

Mr.  Nash.  The  enterprise  community? 

Mr.  Kopetski.  Yes. 

Mr.  Nash.  I  think  in  the  case  of  the  enterprise  community — the 
same  is  true  for  enterprise  communities  as  well  as  empowerment 
zones.  Several  communities  can  go  in  together  to  submit  an  appli- 
cation. 

Mr.  Kopetski.  That  cross  county  lines. 

Mr.  Nash.  Yes. 
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Mr.  Kopetski.  OK.  And  the  committee  report  stated  that  consid- 
eration could  be  given  to  timber — formerly  timber  communities.  Do 
your  regulations  specifically  make  this  designation? 

Mr.  Nash.  Our  regulations  do  not  specifically,  as  I  remember  it, 
designate  timber-dependent  counties.  But,  obviously,  given  what  is 
going  on  in  the  Pacific  Northwest,  we  are  already,  Congressman, 
engaged  in  significant  economic  development  activity  at  USDA. 

I  am  chairman  of  the  multiagency  command  committee  where  we 
have  been  working  with  other  agencies  in  the  Federal  Government. 
As  you  know,  I  just  targeted  resources  for  the  Pacific  Northwest. 
I  think  there  is  no  question  that,  given  the  tremendous  impact  on 
the  economy  by  the  forest  plan,  that  the  empowerment  zone  pro- 
gram, particularly  the  enterprise  communities,  I  would  say,  should 
fare  very  well. 

Mr.  Kopetski.  So  your  folks  in  reviewing  these  applications  will 
give  priority  as  the  committee  report  states  to  timber-dependent 
communities?  Even  though  it  is  not  stated  in  the  regulations? 

Mr.  Nash.  Well,  Congressman,  when  you  say  priority,  I  mean,  I 
recognize — I  mean 

Mr.  Kopetski.  How  about  special  consideration? 

Mr.  Nash.  Yes.  Special  consideration  would  absolutely  be  appro- 
priate. 

Mr.  Kopetski.  Because  that  is  what  the  committee  had  in 
mind — even  though  you  didn't  put  that  in  your  regulations. 

Mr.  Nash.  Yes. 

Mr.  Kopetski.  I  hope  that  we  can  work  together  on  this  specific 
issue.  We  have  been  waiting  anxiously  for  the  applications  to  arrive 
so  that  we  can  work  with  you.  I  don't  think  my  office  is  one  that 
has  received  those  applications  yet  as  far  as  I  have  determined  this 
morning.  So  I  hope  we  can  work  together  on  this.  Thank  you. 

Mr.  Nash.  Thank  you. 

Mr.  Kopetski.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Chairman  Rangel.  Mr.  Payne. 

Mr.  Payne.  Thank  you  very  much,  Mr.  Chairman. 

I  don't  have  any  questions  right  now,  but  I  would  like  to  thank 
all  of  the  witnesses  who  are  here  this  morning. 

Secretary  Nash,  I  do  have  some  specific  questions  related  to  your 
testimony  and  what  you  are  doing  as  it  relates  to  my  district  and 
some  of  the  economic  development  programs  that  we  are  working 
on  now,  but  I  would  like  to  submit  those  in  writing  to  you  at  a 
later  time,  if  I  might. 

Mr.  Nash.  Thank  you,  sir. 

Mr.  Payne.  Thank  you  very  much. 

[No  questions  were  submitted.] 

Chairman  Rangel.  I  guess  the  panel  is  stating  you  don't  see  any 
legislative  impediments  to  achieving  our  goal  at  this  point. 

The  second  thing  is — that  Chairman  Ford  was  emphasizing — is 
that  you  feel  very  comfortable  in  at  least  recommending  some 
changes  to  the  community  that  would  allow  us  to  more  efficiently 
provide  service.  In  other  words,  you  are  giving  them  counsel. 
Maybe  the  communities  really  don't  know  the  degree  of  flexibility 
they  have,  but  you  feel  comfortable  that  they  are  understanding 
that  this  is  a  revolutionary  concept,  and  it  may  or  it  may  not  work, 
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but  if  it  does  work  it  could  change  the  way  the  Federal  Govern- 
ment provides  services.  There  is  no  problem  there. 

And,  last,  there  has  been  confusion  with  empowerment  zones,  en- 
terprise communities,  the  incentives,  the  social  investment  on  this, 
but  there  have  been  a  number  of  articles,  one  written  by  Nicholas 
Lehman,  and  obviously,  he  was  talking  about  legislation  other  than 
what  we  are  talking  about. 

It  would  be  helpful  that  perhaps  the  administration  could  from 
time  to  time  respond  to  what  we  are  trying  to  do  as  an  educational 
factor.  Because  every  reporter  that  I  have  talked  with  has  been 
talking  about  something  different  than  what  we  are  working  with. 

Chairman  Ford.  Yes. 

One  final  comment,  Mr.  Chairman. 

Dr.  Bane,  I  guess  I  want  to  just  reiterate  once  more  that  HHS 
should  play  a  significant  role  in  developing  the  procedures  and  the 
guidelines  and  also  communicating  with  the  communities  that  will 
be  submitting  applications.  And  that  is  no  reflection  on  you,  of 
course. 

Mr.  Cuomo,  the  concern  that  I  have  is  the  public  does  not  have 
the  expertise  in  the  human  development  area  and  is  not  knowl- 
edgeable of  all  of  the  human  service  agencies  that  are  out  there, 
and,  therefore,  it  will  take  the  expertise  of  Health  and  Human 
Services  to  make  sure  that  that  happens. 

And,  as  far  as  we  know,  the  administration  has  not  yet  developed 
a  procedure  for  holding  States  and  communities  accountable  for  the 
expenditure  of  these  title  XX  funds.  And,  as  they  are  developed,  Dr. 
Bane,  I  certainly  would  hope  for  the  flexibility  I  support  that  Mr. 
Cuomo  has  made  mention  of — and  I  certainly  want  you  to  know 
that  I  support  you  fully. 

Because  I  think  when  we  see  the  problems  that  are  out  there, 
we  have  tried  in  many  cases  to  address  them  from  the  Federal  per- 
spective, and  with  all  of  the  bureaucratic  redtape  and  guidelines 
and  regulations  we  have  not  been  successful  in  addressing  many  of 
them.  And,  I  like  and  I  appreciate  the  three  departments  here  and 
the  Secretaries  who  are  becoming  very  aggressive  and  want  to 
move  right  away  and  want  to  make  something  work  in  the  commu- 
nity that  people  can  participate  in. 

But  I  just  want  to  make  sure,  as  we  go  through  these  procedures, 
that  we  don't  let  the  communities  be  short  of  any  information  that 
they  might  need  as  to  how  we  ought  to  make  sure  it  connects. 

When  is  the  deadline.  May? 

Mr.  Nash.  June  30. 

Chairman  Ford.  June  30,  their  deadline  for  applications.  I  want 
to  make  sure  that  these  communities  are  fully  aware  of  what  the 
expectations  will  be  from  the  Federal  Government  and  all  of  the 
agencies  that  will  participate. 

Mr.  Chairman,  again,  I  would  like  to  thank  the  three  Secretaries 
for  testifying  today,  and  I  think  it  has  been  super.  I  think  it  has 
been  good,  and  we  certainly  look  forward  to  working  with  you  on 
empowerment  zones  in  the  future  months  and  years.  Thank  you. 

Chairman  Rangel.  Secretary  Nash,  I  only  regret  we  don't  have 
the  Subcommittee  on  Agriculture  because  I  am  certain  that  that 
subcommittee  chairperson  would  let  you  know  that  you  are  the  en- 
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gine  to  make  this  whole  thing  work.  We  are  centering  this  thing 
on  your  leadership. 

Chairman  Ford.  There  was  such  excitement  from  Mr.  Nash, 
from  my  perspective. 

Mr.  Nash.  Thank  you  very  much. 

Chairman  Rangel.  Thank  you  very  much. 

Chairman  Ford.  Thank  you.  Mr.  Cuomo,  I  am  very  happy  to 
have  had  an  opportunity  to  meet  with  you  personally.  I  have  talked 
with  you  over  the  phone  several  times.  I  know  your  dad  but  don't 
know  you.  Thank  you. 

Mr.  Cuomo.  The  pleasure  was  mine.  Thank  you,  Mr.  Ford. 

Chairman  Rangel.  The  U.S.  Conference  of  Mayors,  Joseph 
Ganim,  mayor  of  the  city  of  Bridgeport,  Conn.  Welcome  once  again. 

1  always  enjoyed  working  with  the  Conference  of  Mayors. 

Chairman  Ford.  Mr.  Chairman,  I  must  be  excused  for  about  2 
minutes.  I  have  a  group  of  constituents  in  the  conference  room.  For 

2  minutes,  if  you  don't  mind,  sir. 
Chairman  Rangel.  Without  objection. 

And,  of  course,  you  know  an  old  friend  of  this  committee  and  cer- 
tainly the  Chair.  So,  without  objection,  your  testimony  will  be  en- 
tered in  the  record,  and  I  am  very  anxious  to  hear  your  views  on 
this  legislation  and  how  it  affects  the  Conference  of  Mayors. 

STATEMENT  OF  HON.  JOSEPH  P.  GANIM,  MAYOR,  CITY  OF 
BRIDGEPORT,  CONN.,  U.S.  CONFERENCE  OF  MAYORS 

Mr.  Ganim.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman  and  members  of  the  subcommittee,  I  thank  you  for 
the  opportunity  to  appear  here  today.  My  name  is  Joseph  Ganim. 
I  am  mayor  of  Bridgeport,  Conn.  I  am  testifying  today  on  behalf 
of  the  U.S.  Conference  of  Mayors. 

The  U.S.  Conference  of  Mayors  welcomes  the  legislation  creating 
the  empowerment  zone/enterprise  community  program.  We  believe 
the  enactment  of  this  bold  new  program  constitutes  long-overdue 
recognition  of  the  crushing  problems  which  cities  struggle  with 
every  day. 

We  applaud  the  vision  and  political  courage  which  President 
Clinton  and  Secretary  Cisneros  have  demonstrated  in  advancing 
this  bold  new  vision  for  the  future  of  America's  distressed  urban 
centers.  Several  administrations  have  tried,  but  it  was  the  Clinton 
administration  which  delivered  the  long-debated  empowerment 
zone  concept  and  has  fashioned  a  truly  comprehensive  and  respon- 
sive urban  agenda. 

On  behalf  of  mayors  across  the  Nation  it  is  truly  refreshing  to 
see  the  making  of  a  new  policy  which  is  committed  to  alleviation 
of  human  misery  and  misfortune  which  so  marks  urban  life  today. 

Our  people  are  desperate  for  meaningful  job  opportunities  and 
the  training  and  education  required  to  secure  them.  Our  people  are 
increasingly  alarmed  by  the  horrific  crime  and  drug-related  vio- 
lence which  grips  our  cities. 

Our  people  aren't  able  to  reach  their  potential  in  the  face  of 
shrinking  Federal  resources  in  support  of  a  critical  array  of  human 
and  social  service  programs  and  are  frustrated  by  the  maze  of  Fed- 
eral regulations,  restrictions  and  rhetoric  which  seriously  impedes 
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the  progress  in  meeting  the  problems  mayors  confront  each  day  in 
the  streets  of  our  urban  neighborhoods  and  communities. 

America's  cities  are  not  simply  to  be  regarded  as  part  of  our 
proud  heritage  but  healthy  cities  are  imperative  for  our  Nation's 
future.  My  own  city  of  Bridgeport  has  labored  under  many  of  the 
same  problems,  but  in  partnership  with  the  citizens  and  the  af- 
fected neighborhoods  and  Federal  Government  and  our  State,  we 
are  working  to  turn  things  around. 

Through  more  prudent  management  of  our  fiscal  affairs  and 
some  tough  decisionmaking,  we  are  able  to  withdraw  the  city's 
bankruptcy  petition  which  had  been  filed  by  the  previous  adminis- 
tration. We  are  now— we  have  now  moved  beyond  the  regrettable 
experience  which  tarnished  the  city's  more  appropriate  reputation 
as  a  center  of  commerce. 

We  have  an  unrivaled  quality  of  life  with  a  can-do  spirit  of  part- 
nership. I  can  report  to  that  you  the  city  of  Bridgeport  is  poised  to 
realize  economic  growth  and  a  better  quality  of  life  marked  by  safer 
streets,  a  rededication  to  education  and  training  and  a  cultural  ren- 
aissance and  providing  affordable  and  decent  housing  for  all  citi- 
zens. 

As  excited  as  we  are  by  the  progress  we  have  realized  to  date 
and  the  promise  which  empowerment  zone  designation  holds  many 
problems  will  persist  absent  a  determined  and  well-funded  Federal 
commitment  to  help  implement  locally  devised  strategies  for 
achieving  our  vision.  Bridgeport  and  countless  hundreds  of  cities 
like  it  can  only  complete  the  comeback  if  our  needs  become  the 
focus  of  a  comprehensive  and  coherent  Federal  policy  backed  by 
meaningful  and  targeted  funding. 

Now  we  have  an  administration  which  looked  to  localities  for  so- 
lutions rather  than  imposing  its  will  and  at  long  last  have  an  ad- 
ministration that  is  prepared  to  confront  the  myriad  of  problems 
our  cities  confront  head-on  and  in  bold,  innovative  ways  rather 
than  sweeping  these  problems  under  the  proverbial  carpet. 

Mr.  Chairman,  you  are  to  be  commended  for  your  stewardship  in 
the  EZ/EC  program  in  the  reconciliation  battle  of  last  year.  With 
your  steadfast  support  and  genuine  understandings  of  our  problem 
I  am  confident  that  this  new  partnership  will  yield  a  genuine  turn- 
ing point  in  the  fortunes  of  America's  urban  centers,  both  lame  and 
small.  b 

As  enthusiastic  as  we  are  about  these  new  urban  initiatives  I 
must  point  out  that  many  more  of  the  cities  of  this  Nation  need  the 
serious  kind  of  attention  which  will  be  possible  with  empowerment 
zone  designation  than  will  win  competition  in  that  prize. 

And  we  do  not  want  you  to  think  that  six  successful 
empowerment  zones  will  have  solved  the  urban  ills  of  all  of  our 
cities.  We  hope  that  the  six  empowerment  zone  cities  will  develop 
new  solutions  to  vexing  problems,  that  all  of  us  will  benefit  from 
the  new  programmatic  and  service  delivery  ideas  likely  to  emerge 
from  these  experimental  problems. 

The  Conference  of  Mayors  hopes  to  work  with  the  Congress  to 
ensure  the  success  of  first  round  of  designations  and  make  a  strong 
case  for  successive  rounds. 

I  note  the  light.  May  I  continue,  Mr.  Chairman? 

Chairman  Rangel.  Sure. 
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Mr.  Ganim.  Thank  you. 

We  also  support  the  intended  application  of  $500  million  which 
the  Department  of  Housing  and  Urban  Development  would  receive 
under  the  administration's  fiscal  year  1995  budget  request.  As  we 
understand  it,  HUD  will  be  able  to  use  these  funds  to  supplement 
and  support  the  title  XX  funds  which  already  are  appropriated  and 
available  to  be  used  in  the  empowerment  and  enterprise  programs. 
It  makes  considerable  sense  to  us. 

And  although  it  is  not  a  concern  of  mine  in  Connecticut,  some 
of  my  counterparts  around  the  Nation  remain  fearful  that  through 
the  State  processes  there  may  be  the  impeding  of  the  flow  of  these 
critical  funds  for  political  reasons  or  if  the  objectives  of  the  recipi- 
ent programs  are  not  fully  consistent  with  the  State's  broader  pro- 
grammatic agenda.  Title  XX  funds  go  through  the  State,  typically, 
to  county  or  nonprofit  sponsors,  and  we  urge  that  the  committee 
monitor  the  resources  flowing  through  these  mechanisms  carefully. 

As  well,  there  is  a  statutory  problem  that  we  would  urge  you  to 
revisit.  The  statute  requires  cities  to  designate  census  tracts,  using 
1990  census  data,  to  qualify  neighborhoods  as  having  a  sufficient 
concentration  of  low-income  population  to  participate  in  the  pro- 
gram. Neighborhoods  and  census  tracts,  unfortunately,  are  not  the 
same  thing.  The  rigid  requirement  that  only  census  tracts  be  con- 
sidered for  designation  considerably  diminishes  the  ability  of  the 
city  to  target  program  activities  to  additional  areas  which  may 
have  acute  needs  that  are  integral  to  successful  demonstration  of 
a  zone  concept.  In  some  instances,  it  may  also  force  areas  into  the 
program  which  might  logically  remain  outside. 

Another  problem  cities  are  finding  with  census  tracts  is  if  those 
that  qualify  are  in  part  covered  by  water,  thus  wasting  valuable 
square  mileage  for  nondevelopment  purposes.  These  bodies  of 
water  should  not  be  included  as  part  of  the  city's  total  square  mile- 
age limitation. 

We  are  further  concerned  that  the  HUD  Council,  we  believe  inap- 
propriately, has  interpreted  congressional  intent  in  the  manner 
that  would  establish  census  tracts  divided  by  a  small  stream,  et 
cetera,  estuary  or  even  a  dried-up  riverbed  as  noncontiguous.  As 
you  know,  there  is  hardly  any  city  in  the  United  States  that  does 
not  have  existing  bodies  of  water  traversing  its  urban  neighbor- 
hoods. 

We  would  urge  this  committee  to  provide  HUD  with  clarification 
of  congressional  intent  in  these  two  regards. 

Many  of  my  counterparts  and  I  believe  that  block  group  data 
would  better  reach  the  affected  populations  we  are  endeavoring  to 
help.  Census  data  is  more  accurate  at  the  census  block  group  level 
because  the  Census  Bureau  develops  its  poverty  data  at  the  block 
group  level  and  then  aggregates  all  the  block  group  data  in  order 
to  produce  summary  statistics  at  the  census  tract  level. 

Block  group  data  is  a  better  targeting  tool  because  it  encourages 
the  inclusion  of  areas  that  would  be  eliminated  due  to  the  average 
effects  incorporated  in  census  tract  statistics. 

Census  data  is  now  over  4  years  old.  We  have  more  current  infor- 
mation. Further,  importantly,  Mr.  Chairman,  federally  derived  pov- 
erty data  fails  to  take  into  account  State  and  local  cost-of-living 
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variations,  I  can  attest,  resulting  in  a  hard  core  of  poverty  well  in 
excess  of  the  Federal  statistics  indicated. 

My  own  city  of  Bridgeport  is  a  classic  example.  Many  of  our  cen- 
sus tracts  contain,  simply  by  virtue  of  the  bundling  of  census  tracts 
which  occur,  pockets  of  immeasurable  poverty.  Yet  the  data  fails  to 
adequately  reflect  that,  due  to  some  of  these  pockets  of  relative 
prosperity.  But,  further,  many  of  our  distressed  neighborhoods  ex- 
perience real  poverty  at  a  rate  not  captured  by  Federal  statistics 
due  to  affluence  to  be  found  in  our  surrounding  communities. 

For  instance,  Bridgeport,  one  of  the  poorest  cities  in  the  Nation, 
is  located  in  Fairfield  County,  which  is  one  of  the  richest  counties 
in  the  country.  So  the  impact  of  looking  at  the  statistics  that  we 
are  looking  at — utilizing — skews  at  times  the  ability  to  qualify 
large  parts  of  the  city  under  the  existing  regulations. 

We  also  feel  that  the  statute's  provision  which  allows  only  em- 
ployers within  the  empowerment  zone  to  receive  tax  credits  is  over- 
ly restrictive.  Cities  will  carefully  consider  how  to  draw  boundaries 
in  order  to  include  potential  employers  for  the  residents  of  the 
zone.  But  the  point  of  the  program  is  to  develop  employment  oppor- 
tunities for  low-income  and  disadvantaged  people.  Good  jobs  could 
be  just  across  the  boundary  of  a  proposed  zone  and  still  in  the  city 
but  in  a  census  tract  which  is  ineligible  for  inclusion  in  the  bound- 
aries of  the  proposed  zone. 

As  we  understand  it,  an  earlier  version  of  the  legislation  pro- 
vided the  employer  tax  credits  to  employers  who  employed  resi- 
dents of  the  empowerment  zone,  regardless  of  the  location.  We  be- 
lieve that  was  a  good  idea,  and  we  support  it  and  strongly  suggest 
that  it  be  reconsidered. 

The  President  signed  an  Executive  order  in  September  creating 
the  Community  Enterprise  Board  chaired  by  the  Vice  President 
and  composed  of  the  heads  of  all  major  domestic  agencies.  He  di- 
rected this  board  to  coordinate  Federal  programs  which  could  assist 
in  the  development  of  empowerment  and  enterprise  programs.  This 
board  is  also  to  be  the  source  of  waivers  of  Federal  program  re- 
quirements which,  if  granted,  could  facilitate  local  programs. 

We  look  to  this  new  coordination  effort  with  considerable  hope 
and  expectation.  Improved  Federal  program  coordination  and  relief 
from  onerous,  and  sometimes  irrelevant,  Federal  regulations  and 
rules  will  help  us  greatly  on  the  local  level. 

For  example,  during  the  deliberations  of  the  recently  enacted 
housing  reauthorization  bill,  Congress  made  clear  its  intent  that 
community  development  block  grant  funds  could  be  used  in  support 
of  economic  development  activities.  Many  mayors  like  myself  are 
concerned  with  the  HUD  Council's  strict  interpretation  of  that  lan- 
guage which  speaks  only  to  enterprise  zones.  We  encourage  Con- 
gress' intent  in  this  regard  be  reaffirmed  by  instructing  the  HUD 
Council  that  this  is  more  than  a  semantical  problem,  that  it,  in 
fact,  impedes  the  flow  of  community  development  block  grant  funds 
to  the  vital  economic  development  activities. 

We  would  also  like  to  work  with  the  administration  and  you  to 
make  sure  the  cities  not  designated  as  empowerment  zones/enter- 
prise communities  will  continue  to  have  the  opportunity  to  receive 
funding  from  the  discretionary  programs  of  Federal  agencies. 
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For  those  cities  designated  as  set-asides  look  good,  but  for  those 
who  choose  not  to  compete  or  come  up  short,  set-asides  at  the  ex- 
pense of  existing  discretionary  grant  programs  could  represent  a 
further  curtailing  of  the  Federal  Government's  commitment  to 
America. 

Mr.  Chairman  and  members  of  the  committee,  I  want  to  thank 
you  for  the  opportunity  this  morning.  The  U.S.  Conference  of  May- 
ors looks  forward  to  working  with  you  to  making  the  empowerment 
zone/enterprise  community  programs  an  enormous  success  in  chart- 
ing a  course  for  a  better  tomorrow  for  our  cities  and  the  millions 
of  American  whose  call  it  home.  Thank  you  very  much. 

Chairman  Rangel.  Thank  you,  Mayor  Ganim. 

[The  prepared  statement  follows:] 
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STATEMENT  OF  HON.  JOSEPH  P.  GANIM 

MAYOR  OF  BRIDGEPORT 

U.S.  CONFERENCE  OF  MAYORS 

Distinguished  Chairs  and  Members  of  the  Subcommittee  on  Human 
Resources  and  the  Subcommittee  on  Select  Revenue  Measures,  thank 
you  for  the  opportunity  to  appear  before  you  today.   I  am  Joseph 
P.  Ganim,  Mayor  of  Bridgeport,  Connecticut.   I  am  testifying 
today  on  behalf  of  The  United  States  Conference  of  Mayors. 

The  U.S.  Conference  of  Mayors  welcomes  the  legislation  creating 
the  Empowerment  Zone/Enterprise  Community  program.   We  believe 
the  enactment  of  this  bold  new  program  constitutes  long  overdue 
recognition  of  the  crushing  problems  which  cities  struggle  with 
every  day.   And,  we  have  a  lot  of  hope  for  the  success  of  the 
limited  number  of  cities  who  will  be  mounting  the  full  scale 
Empowerment  program  as  well  as  those  who  will  be  undertaking  the 
more  limited  Enterprise  effort.   Both  of  these  programs  hold 
promise  for  the  nation's  cities. 

However,  as  enthused  as  we  are  about  these  new  urban  initiatives, 
I  must  point  out  that  many  mc  e  of  the  cities  of  this  nation  need 
the  serious  kind  of  attention  which  will  be  possible, 
particularly  under  the  Empowerment  Program.   We  do  not  want  you 
to  think  that  six  successful  Empowerment  Programs  will  have 
solved  the  urban  ills  of  all  of  the  cities.   We  do  hope  that  the 
six  Empowerment  cities  will  develop  new  solutions  to  vexing 
problems  and  that  all  of  us  will  benefit  from  the  new 
programmatic  and  service  delivery  ideas  likely  to  emerge  from 
these  experimental  programs.   We  do  not  believe,  however,  that  we 
can  solve  the  problems  of  the  thousands  of  other  cities  with 
serious  problems  without  the  application  of  the  kind  of  external 
resources  as  will  be  delivered  under  the  Empowerment  Program. 

Let  me  be  perfectly  clear  on  this  point.   We  support  the  new 
program  effort  but  we  believe  that  other  cities  require  the  kind 
of  attention  which  the  six  empowerment  communities  will  receive. 
We  do  not  say,  "fine,  the  resources  and  attention  on  the 
Empowerment  cities  satisfies  the  needs  of  all  of  the  cities  with 
serious  problems  in  this  country."  We  fully  expect  that  we  must 
build  on  the  Empowerment  program  and  see  to  it  that  this  is  not  a 
one-time  effort  with  six  lucky  winners  and  no  comparable 
attention  to  be  paid  to  the  other  American  cities  facing  the  same 
overwhelming  problems  as  do  those  who  are  designated. 

These  programs  represent  to  us,  an  excellent  down  payment.   We 
all  know,  however,  that  after  the  down  payment,  you've  got  to 
meet  your  continuing  obligations  or  you  won't  get  to  retain  and 
enjoy  the  goods  you  are  attempting  to  purchase.   It's  our  certain 
belief  that  the  nation  should  keep  up  the  payments  so  that  the 
full  benefits  of  the  initial  investment  will  be  realized 
throughout  the  land. 

We  also  support  the  of  $500  million  to  the  Department  of  Housing 
and  Urban  Development,  as  requested  in  the  Administration's 
Fiscal  Year  1995  budget.   As  we  understand  it,  HUD  will  be  able 
to  use  these  funds  to  supplement  and  support  the  Title  XX  funds 
which  are  already  appropriated  and  available  to  be  used  in  the 
Empowerment  and  Enterprise  Programs.   This  makes  considerable 
sense  to  us.   We  expect  that  cities  and  their  local  partners  will 
find  significant  and  innovative  uses  for  the  Title  XX  funds. 
Given  the  objectives  for  which  Title  XX  can  be  deployed,  we 
expect  that  most  of  these  funds  will  support  non-capital 
projects.   It  seems  to  me  that  projects  supporting  employment  and 
other  economically  oriented-activities  will  consume  the  lion's 
share  of  the  funding. 

Infrastructure,  cannot  be  ignored.   Support  for  economic 
development  and  employment  activities  often  requires  physical 
facilities.   The  additional  appropriation  would  provide  cities 
with  important  facility  funding  which,  in  some  instances,  will 
make  considerable  difference  in  the  success  of  the  training  and 
employment  oriented  projects. 
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It  is  inescapable  that  many  of  our  cities  face  substantial 
deterioration  of  their  infrastructure  which,  ultimately,  supports 
all  activities  in  cities.   Sound  infrastructure  is  fundamental  to 
the  quality  of  life  which  we  hope  to  provide  to  all  of  our 
citizens.   The  additional  appropriation  will  enable  HUD  to 
address  critical  physical  problems.   Solving  physical  problems 
can  be  the  difference  between  whether  a  neighborhood  restores  and 
renews  itself  or  languishes  and  slips  into  bleak  deterioration. 

The  Reconciliation  Act  of  1993  which  created  the  Empowerment 
Program  was,  no  doubt,  a  necessary  vehicle  for  passing  the 
legislation.   We  have  no  quarrel  with  that  and  recognize  that  we 
should  be  thankful  that  the  concept  achieved  fruition.   The 
Social  Security  Act,  however,  is,  at  best,  an  unlikely  statute  to 
use  to  develop  an,  essentially,  urban  oriented  program.   Funding 
through  the  state  government,  utilization  of  county  social 
services  agencies,  and  other  non-profit  service  providers 
presents  a  massive  coordination  problem. 

Indeed,  the  legislation  is  somewhat  ambiguous  as  to  who  is  in 
charge,  finally.   Many  Mayors  remain  fearful  that  the  state  may 
veto  a  city's  legitimate  desire  to  apply  for  the  program.   Title 
XX  funds  go  through  the  state,  typically,  to  county  and  non- 
profit sponsors.   These  agencies  feel  a  kind  of  propriety 
relationship  to  the  Title  XX  program  and  frequently  do  not 
coordinate  with  city  agencies.   There  are  many  special 
opportunities  here,  cleverly  disguised  as  massive  bureaucratic 
obstacles. 

We  suggest  that  you  watch  this  process  carefully  and,  perhaps, 
reconsider  the  statute  by  which  these  program  funds  are 
designated  to  be  employed  in  urban  areas. 

There  is  an  additional  statutory  problem  which  you  should 
revisit.   The  statute  requires  cities  to  designate  census  tracts, 
using  1990  census  data,  to  qualify  neighborhoods  as  having  a 
sufficient  concentration  of  low-income  population  to  participate 
in  the  program.   Neighborhoods  and  census  tracts,  unfortunately, 
are  not  the  same  thing.   The  rigid  requirement  that  only  census 
tracts  be  considered  for  designation  considerable  diminishes  the 
ability  of  the  city  to  target  the  program  activities.   It  also 
forces  areas  into  the  program  which  might,  logically,  remain 
outside. 

Another  problem  cities  are  finding  with  census  tracts  is  that 
those  that  qualify  are  in  part  covered  by  water,  thus  wasting 
valuable  square  mileage  for  non-developable  purposes.   These 
bodies  of  water  should  not  be  included  as  part  of  a  city's  total 
square  mileage  limit.   We  are  further  concerned  that  HUD  Council, 
we  believe  inappropriately,  has  interpreted  Congressional  intent 
in  the  manner  that  would  establish  census  tracts  divided  by  a 
small  stream,  estuary  or  even  a  dried  up  river-bed  as  non- 
contiguous.  As  you  know,  there  is  hardly  any  city  in  the  U.S. 
that  does  not  have  existing  bodies  of  water  traversing  its  urban 
neighborhoods.   We  would  urge  the  Committee  to  provide  HUD  with 
clarification  of  Congressional  intent  in  these  two  regards. 

Block  group  data  will  better  reach  qualified  populations: 

•  Census  data  is  more  accurate  at  the  Census  Block  Group 
level  because  the  Census  Bureau  develops  its  poverty 
data  at  the  Block  Group  level  and  then  aggregates  all 
the  Block  Group  data  in  order  to  produce  summary 
statistics  at  the  Census  Tract  level. 

•  Block  Group  data  better  focuses  program  activities  in 
qualifying  areas  and  avoids  inclusion  of  those  that  do 
not. 
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•  Block  Group  data  is  a  better  targeting  tool  because  it 
encourages  the  inclusion  of  areas  that  would  be 
eliminated  due  to  the  averaging  effects  incorporated  in 
Census  Tract  statistics. 

•  Block  Group  data  will  provide  increased  flexibility  in 
program  implementation  especially  with  respect  to  zero 
population  areas  and  the  linking  of  residential  areas 
with  areas  of  industrial  job  growth. 

Census  data  is  now  over  four  years  old.   We  have  more  current 
information.   Concentrations  of  food  stamp  recipients,  welfare 
case  loads  and  unemployment  information  are  more  current  than  the 
census  and  could  provide  more  specific  targeting  of  the  program 
to  greater  advantage.   Further,  federally  divided  poverty  data 
fails  to  take  into  account  again  state  and  local  cost-of-living 
variations. 

We  also  feel  that  the  statute's  provision  which  allows  only 
employers  within  the  empowerment  zone  to  receive  tax  credits  is 
overly  restrictive.   Cities  will  carefully  consider  how  to  draw 
boundaries  in  order  to  include  potential  employers  for  the 
residents  of  the  zone.   But  the  point  of  the  program  is  to 
develop  employment  opportunities  for  low-income  and  disadvantaged 
people.   Good  jobs  could  be  just  across  the  boundary  of  the 
proposed  zone  but  in  a  census  tract  which  is  ineligible  for 
inclusion  in  the  boundaries  of  the  proposed  census  tract. 

As  we  understand  it,  an  earlier  version  of  the  legislation 
provided  the  employer  tax  credits  to  employers  who  employed 
residents  of  the  empowerment  zone,  regardless  of  location.   That 
was  a  good  idea  and  we  support  it.   I  strongly  suggest  that  you 
reconsider  this  question. 

The  President  signed  an  Executive  Order  in  September  creating  an 
Empowerment  board  chaired  by  the  Vice  President  and  composed  of 
the  heads  of  all  of  the  major  domestic  agencies.   He  directed 
this  Board  to  coordinate  federal  programs  which  could  assist  in 
the  development  of  Empowerment  and  Enterprise  programs.   This 
Board  is  also  to  be  the  source  of  waivers  of  federal  program 
requirements  which,  if  waiver,  could  facilitate  local  programs. 

We  look  to  this  new  coordination  effort  with  considerable  hope 
and  expectation.   Improved  federal  program  coordination  and 
relief  from  onerous,  and  sometimes  irrelevant,  federal  rules  and 
requirements  will  help  us  greatly.   For  example,  during 
deliberations  of  the  recently  enacted  housing  reauthorization 
bill,  Congress  made  clear  its  intent  that  CDBG  funds  could  be 
used  in  supporting  economic  development  activities.   Many  mayors 
like  myself  are  concerned  with  HUD  Council's  strict 
interpretation  of  that  language  which  speaks  only  to  "Enterprise 
Zones."   We  urge  that  Congressional  intent  in  this  regard  be 
reaffirmed  by  instructing  HUD  Council  that  this  is  more  than  a 
semantics  problem  that  it  is  in  fact  impeding  the  flow  of  CDBG 
funds  to  economic  development  activity. 

We  would,  however,  like  to  be  clear  that  the  objective  of  this 
new  Board  is  to  facilitate  local  programs.   We  understand  that 
various  state  governments  have  addressed  the  Empowerment  Board 
with  proposals  to  redesign  the  configuration  of  federal  program 
delivery  within  their  respective  states.   Such  a  change  might  be 
very  good.   We  wonder,  however,  how  city  programs  would  be 
affected  by  state  program  rearrangements. 

We  believe  that  cities  should  be  consulted  by  the  Board 
concerning  any  rearrangement  of  federal  programs  which  might  be 
proposed  by  the  state  governments.   We  further  believe  that 
cities  should  participated  in  any  change  in  program  configuration 
within  the  states.   And  we  would  submit  that  state  alteration  of 
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federal  program  delivery  should  not  simply  proceed  without 
careful  deliberation  by  all  affected  parties. 

We  would  also  like  to  work  with  the  Administration  and  you  to 
make  sure  that  cities  not  designated  as  an  Empowerment 
Zone/Enterprise  Community  will  continue  to  have  the  opportunity 
to  receive  funding  from  the  discretionary  programs  of  federal 
agencies. 

Distinguished  Chairs  and  Members  of  the  Subcommittees,  I  want  to 
thank  you  again  for  the  opportunity  to  testify  this  morning.  The 
U.S.  Conference  of  Mayors  looks  forward  to  working  with  you  in 
making  the  Empowerment  Zone/  Enterprise  Community  a  successful 
program. 
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Chairman  Rangel.  Let  me  first  thank  the  Conference  of  Mayors 
for  the  political  support  that  they  gave  this  legislation  during  times 
when  it  had  severe  legislative  and  political  problems. 

You  were  critical  of  the  title  XX  money  which  yields  sometimes 
more  of  a  relationship  with  the  Governors  than  the  mayors.  That 
was  not  in  the  House  bill.  It  was  just  that  there  was  no  Senate  bill 
at  all  and  we  had  to  find  funds  which  were  within  our  jurisdiction. 

I  was  pleasantly  surprised  to  see  the  support  we  got  from  the 
Conference  of  Mayors  in  view  of  the  small  number  of  cities  that 
could  possibly  be  the  beneficiaries  here.  But  I  would  welcome  the 
opportunity  to  speak  with  your  membership  and  to  bring  along  a 
congressional  as  well  as  administrative  team  because  I  see  whether 
it  is  in  the  Congress,  the  cities  and  the  rural  areas  and  in  the  ad- 
ministration, if  people  fully  understand  the  potential  of  what  we 
can  do  here,  I  think  you  can  be  winners  without  even  being  se- 
lected, even  though  I  would  be  the  first  to  agree,  being  selected 
makes  a  heck  of  a  lot  more  difference  in  how  much  you  appreciate 
the  program. 

But  as  I  see  mayors  operate,  they  have  to  find  out  what  did  the 
Congress  pass  and  then  manipulate  their  programs  in  order  to  get 
the  maximum  benefit  out  of  it.  So  hospital  policies  dictated  by  re- 
imbursement policy,  law  enforcement  is  what  is  in  the  crime  bill 
that  we  can  use,  transportation,  you  know,  well,  maybe  we  ought 
to  put  the  money  here  because  that  is  the  only  thing  that  is  avail- 
able. 

And  so  here  we  have  an  opportunity  for  the  Conference  of  May- 
ors to  really  flex  its  muscles  in  telling  the  Federal  Government  that 
they  understand  the  problems  of  cities  better  than  we  do  and  if 
they  had  their  options,  this  is  how  they  would  blend  the  limited, 
very  limited  resources  they  have  as  we  find  the  Federal  Govern- 
ment running  away  from  illegal  aliens  and  running  away  from 
other  situations  that  are  not  caused  by  local  government  but 
caused  by  the  Federal  Government. 

And  so  what  happens  if  all  of  the  mayors  just  happen  to  come 
up  with  the  same  type  of  solutions  while  they  are  working  out  their 
plan  for  entitlement  or  empowerment?  What  happens  if  they  say 
we  have  got  a  better  idea  as  they  are  competing?  And  what  hap- 
pens when  all  of  them  start  grabbing  the  different  Secretaries  and 
saying,  look,  you  have  been  doing  it  this  way  for  50  years  but  have 
you  ever  thought  about  doing  it  the  other  way  around? 

And  so  it  is  hard  for  people  to  believe  this  but  this  started  off 
as  an  antidrug  program  a  couple  of  years  ago  because  you  can't 
solve  the  problems  of  crime  and  health  and  lack  of  education  and 
joblessness.  If  you  can't  deal  with  that,  you  can  forget  dealing  with 
drugs. 

The  same  thing  happens  with  cities.  You  are  not  just  getting  a 
block  grant.  You  are  not  just  getting  urban  commitment.  You  are 
getting  a  whole  lot  of  different  categories.  So  I  want  to  work  with 
you  because  I  really  think  if  your  mayors  really  understand  that 
this  is  a  breakthrough  opportunity  for  them  to  express  themselves, 
as  well  as  an  opportunity  to  win,  as  well  as  an  opportunity  to  let 
the  Governors  know  that  unless  they  understand  your  program, 
they  can't  get  down  here  by  themselves.  I  am  more  than  anxious 
in  the  twilight  days  of  my  congressional  career  to  meet  with  the 
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mayors  and  see  whether  or  not  we  can  make  a  breakthrough  be- 
cause I  was  disappointed  in  not  seeing  the  type  of  urban  programs 
that  I  thought  should  have  been  in  our  budget. 

Chairman  Ford. 

Chairman  Ford.  Mr.  Chairman,  thank  you  very  much. 

I  just  want  to  make  brief  comments  to  the  mayors  of  this  coun- 
try. It  is  that  I,  too,  agree  with  your  remarks  and  urge  that  we 
think  about  cities  not  receiving  revenue  sharing  funds  and  recog- 
nize that  the  six  empowerment  zones  will  not  satisfy  all  of  the  ills 
of  urban  and  rural  areas  throughout  America.  We  are  aware  of 
that. 

I  certainly  think  with  the  mayors  that  we  must  proceed  with  the 
six  zones.  Certainly  this  administration  will  see  strong  zone  appli- 
cations for  the  six  urban  areas.  But  we  certainly  will  not  say  no 
to  the  others,  we  must  come  back  in  this  Congress  and  consider 
light-rail  systems  in  urban  areas,  and  Job  Corps  centers  in  areas 
throughout  the  country. 

I  want  to  thank  Mr.  Rangel,  number  one,  that  in  this  1993  budg- 
et bill  we  were  able  to  get  the  billion  dollars  placed  here  for  the 
empowerment  zones.  I  certainly  want  you  to  know  as  one  member 
of  this  committee  and  a  Member  of  Congress  that  I  associate  my- 
self with  the  feelings  of  mayors  throughout  this  country  that,  with- 
out revenue  sharing  funds  for  cities  throughout  America  and  with- 
out a  real  commitment  over  the  past  10  to  12  years  from  the  Fed- 
eral level  to  cities  throughout  this  country,  that  we  must  do  more. 
We  do  not  think  that  this  will  solve  all  of  the  ills  of  our  urban 
areas,  but  I  think  we  must  forge  ahead  and  get  communities  in- 
volved and  begin  to  address  many  of  the  problems  that  we  see  in 
urban  as  well  as  rural  areas  throughout  this  country. 

Thank  you,  Mr.  Chairman. 

Chairman  Rangel.  Thank  you.  Last,  Mr.  Mayor,  you  should  let 
your  businesspeople  know  that  those  tax  incentives  are  there  based 
on  how  they  cooperate  to  do  the  things  that  you  want  them  to  do 
and,  if  they  don't  take  advantage  of  it  in  a  way  that  we  intended, 
then  you  are  the  people  that  we  are  depending  on  to  get  back  to 
us. 

So  when  are  you  having  your  next  conference? 

Mr.  Ganem.  In  1  week,  I  can  have  you  informed  of  the  date  and 
certainly  coordinate  and  look  forward  to  your  invitation  to  meet 
with  us  and  certainly  take  you  up  on  it. 

Chairman  Rangel.  As  long  as  it  is  not  in  Hawaii  or  the  Virgin 
Islands  or  any  place  like  that.  I  will  be  there. 

Mr.  Ganim.  Portland,  Ore. 

Chairman  Rangel.  Count  on  me. 

Mr.  Ganim.  Mr.  Chairman,  I  want  to  say  again,  thank  you  for 
the  opportunity  to  appear  here  today  and  on  behalf  of  the  U.S. 
Conference  of  Mayors  for  your  support  in  this  endeavor  and  it  is — 
as  we  say,  this  is  the  first  step  and  I  think  for  the  cities  that  do 
get  designated,  it  is  up  to  the  cities  now  to  make  it  a  successful 
program,  so  it  is  one  that  we  can  continue  to  build  on  year  after 
year  for  all  the  cities  and  all  of  the  people  in  the  cities  of  America. 

Thank  you  very  much. 

Chairman  Rangel.  Thank  you,  Mr.  Mayor. 
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We  are  going  to  take  the  next  panel,  the  American  Association 
of  Enterprise  Zones,  Dick  Cowden,  director;  Craig  Hartzer,  Chief 
Deputy  Executive  Director  from  Indiana  of  the  Council  of  State 
Community  Development  Agencies;  and  the  National  Association  of 
Development  Organizations,  Richard  Cavender,  treasurer.  He  is 
also  the  director  of  Meramec  Regional  Planning  Commission  of 
Rolla,  Mo. 

Chairman  Ford.  Mr.  Cowden,  before  you  start,  what  is  the 
American  Association  of  Enterprise  Zones? 

Mr.  Cowden.  What  is  it?  We  are  a  trade  association  representing 
cities  and  States. 

Chairman  Ford.  How  long  have  you  been  a  trade  association? 

Mr.  Cowden.  Since  1985. 

Chairman  Ford.  1985.  Thank  you. 

Chairman  Rangel.  Thank  you.  All  of  you  know  that  you  have  5 
minutes  to  highlight  your  testimony,  but  all  of  your  testimony  will 
be  put  into  the  record  without  objection. 

And  we  will  start  off  with  Dick  Cowden,  director. 

STATEMENT  OF  DICK  COWDEN,  DIRECTOR,  AMERICAN 
ASSOCIATION  OF  ENTERPRISE  ZONES 

Mr.  Cowden.  Thank  you.  I  can't  tell  you  how  good  it  feels  to  be 
sitting  here  discussing  this  program  in  light  of  the  bill  that  has  al- 
ready passed.  After  all  the  years  that  we  have  been  at  these  hear- 
ings advocating  the  legislation,  we  are  very  gratified  that  it  passed 
and  we  especially  thank  you,  Mr.  Chairman,  for  being  the  cham- 
pion of  this  bill  last  summer. 

Our  organization,  the  American  Association  of  Enterprise  Zones 
formed  in  1985  not  to  advance  any  particular  ideology  but  to  rep- 
resent cities  and  States  that  had  begun  using  zones  as  an  economic 
development  tool. 

At  that  time,  we  found  ourselves  between  those  who  viewed  the 
program  only  as  a  demonstration  of  supply  side  economics  and 
those  who  preferred  a  return  to  earlier  urban  development  ap- 
proaches. 

At  that  time,  we  recommended  that  Congress  not  focus  on  one 
Federal  incentive  or  another  but  take  appropriate  steps  to  encour- 
age increased  emphasis  on  the  State-operated  programs.  The  first 
testimony  we  submitted  to  a  congressional  committee  suggested 
that  the  high  degree  of  continuity  among  the  States'  policies  con- 
vinced us  that  the  zones  could  offer  a  useful  framework  for 
targeting  Federal  redevelopment  measures. 

Throughout  the  1980s  and  early  1990s,  our  advice  went 
unheeded  by  the  various  political  factions,  but  thanks  to  the  leader- 
ship of  the  Clinton  administration  and  the  perseverance  of  Mr. 
Rangel,  we  now  have  a  program  that  is  based  on  the  general  ap- 
proach we  favored  from  the  beginning.  Many  of  our  ideas  have 
been  woven  into  the  EZ/EC  policy. 

Three  of  the  recommendations  that  we  advanced  to  the  adminis- 
tration include  the  two-tiered  designation  system  that  is  reflected 
in  the  empowerment  zones  and  enterprise  communities,  the  need 
for  grassroots  strategic  planning,  and  finally  that  the  program 
should  include  budget-neutral  targeting  of  existing  Federal  re- 
sources. 
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In  regard  to  the  last  item,  we  are  pleased  that  the  Community 
Enterprise  Board  headed  by  Vice  President  Al  Gore  has  quietly  de- 
veloped an  innovative  system  for  prioritizing  up  to  $30  billion  in 
funds  to  favor  federally  recognized  zones. 

Most  of  the  problems  we  foresee  as  the  program  unfolds  relate 
to  technical  implementation  issues.  Without  explaining  the  cir- 
cumstances in  the  same  detail  provided  in  our  written  remarks,  we 
would  note  simply  that  many  of  the  difficulties  stem  from  the  fact 
that  most  potential  applicants  started  with  a  program  based  on 
meeting  one  of  four  criteria.  Now  they  must  conform  to  a  Federal 
program  based  on  a  single  criterion. 

More  problems  arise  as  applicants  try  to  reach  rigorous  size  and 
population  limits  which  Congress  imposed  initially  to  regulate  tax 
expenditures.  Yet  tax  revenue  losses  will  be  significant  only  in  the 
nine  empowerment  zones.  Any  future  zone  policies  that  do  not  in- 
volve these  kinds  of  incentives  should  offer  applicants  far  more  lati- 
tude in  designing  their  nominated  areas. 

It  may  be  useful  to  offer  this  perspective.  Our  original  vision  of 
the  two-tiered  program  was  designed  to  offer  basic  recognition  and 
budget-neutral  benefits  on  a  noncompetitive  basis.  Some  might  say 
this  approach  would  throw  the  program  wide  open  and  simply 
spread  available  resources  too  thin. 

That  might  be  true  if  we  accept  that  the  policy's  success  depends 
on  how  much  Federal  funding  is  spent  in  each  zone.  But  our  expe- 
rience with  the  State  zones  indicates  that  performance  does  not 
rely  as  much  on  the  level  of  State  benefits  as  it  does  on  the  degree 
to  which  the  State  challenges  cities  to  address  their  own  problems 
and  reinforces  their  decisions  when  they  do. 

The  administration  officials  who  are  implementing  the  enterprise 
zone  program  understand  this  principle  and  are  urging  potential 
applicants  not  to  be  deterred  by  the  quirks  in  the  selection  criteria. 
They  and  the  Community  Enterprise  Board  are  to  be  commended 
for  providing  some  "third  tier"  benefits  such  as  regulatory  waivers 
to  all  eligible  localities  that  propose  a  revitalization  strategy. 

The  best  single  suggestion  we  can  make  to  ensure  that  the  EZ/ 
EC  policy  does  not  generate  a  few  "winners"  and  hundreds  of  "los- 
ers" is  to  offer  all  program  preferences  described  here  in  the  EZ/ 
EC  guidebook  to  all  eligible  applicants  as  well  as  to  formally  des- 
ignated areas.  This  should  form  the  foundation  for  a  policy  that 
could  apply  to  virtually  all  low  income  areas  that  commit  to  formu- 
lating and  carrying  out  plans  to  improve  business  and  living  condi- 
tions. 

We  would  encourage  Congress  and  the  CEB  to  continue  develop- 
ing new  innovations  that  can  work  in  conjunction  with  these  locally 
driven  initiatives.  Most  of  all,  the  program  should  be  used  as  a  lab- 
oratory to  evaluate  a  wide  range  of  measures  that  the  Federal  Gov- 
ernment might  hesitate  to  implement  nationwide. 

Two  of  the  examples  that  we  provided  in  our  written  comments 
include  the  streamlining  of  regulations  affecting  section  144(c)  re- 
development bonds  and  the  Abandoned  Lands  Reuse  Act  which  is 
pending  committee  action  right  now.  I  might  also  mention  H.R. 
3630,  the  distressed  community  economic  development  bonds  that 
Mr.  Coyne  has  proposed. 


In  short,  Congress  should  use  the  zones'  eligibility  as  a  standard 
around  which  it  could  orient  future  benefits. 

Finally,  Congress  and  the  administration  should  evaluate  not 
just  the  cost-benefit  ratios  of  incentives  offered  in  empowerment 
zones.  One  of  the  major  reasons  to  establish  a  multitiered  zone  sys- 
tem should  be  to  compare  different  approaches  to  working  with  low 
income  neighborhoods.  Empowerment  zones  can  test  out  the  effec- 
tiveness of  targeting  significant  Federal  tax  and  funding  benefits  to 
support  locally  operated  revitalization  efforts. 

The  enterprise  communities  and  the  zone  eligible  areas,  on  the 
other  hand,  are  ideally  suited  to  evaluate  a  related  concept,  that 
of  a  broad-based  system  of  challenges  and  rewards  within  the  pa- 
rameters of  existing  Federal  State  and  local  programs  to  distressed 
areas.  Any  evaluation  of  the  policy  results  should  investigate 
whether  more  can  be  accomplished  through  intensive  Federal  as- 
sistance or  through  ongoing  low-cost  motivation  of  relatively  large 
numbers  of  areas. 

The  answer  to  this  important  question  should  help  guide  policy- 
making in  this  field  for  many  years  to  come. 

Thank  you. 

Chairman  Rangel.  Thank  you. 

[The  prepared  statement  follows:] 
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TESTIMONY  PRESENTED  TO  THE  HOUSE  COMMITTEE  ON  WAYS  AND  MEANS 

SUBMITTED  ON  APRIL  22,  1994, 

BY  THE  AMERICAN  ASSOCIATION  OF  ENTERPRISE  ZONES 

We  appreciate  this  opportunity  to  address  the  Committee  on  matters  relating  to  the 
implementation  of  the  new  empowerment  zones\enterprise  communities  program. 

Our  organization,  the  American  Association  of  Enterprise  Zones,  formed  in  1985  not  to  advance 
any  particular  ideology  but  to  represent  cities  and  states  that  had  begun  using  zones  as  an 
economic  development  tool.    At  that  time  we  found  ourselves  between  those  who  viewed  the 
program  only  as  a  demonstration  of  supply-side  economics  and  those  who  preferred  a  return  to 
earlier  urban  development  approaches. 

We  recognized  then  that  the  true  significance  of  enterprise  zones  was  in  the  willingness  of 
localities  to  pursue  targeted  revitalization  strategies  even  in  the  absence  of  federal  support.    At 
the  time,  we  recommended  that  Congress  not  focus  on  one  federal  incentive  or  another  but  take 
appropriate  steps  to  encourage  increased  emphasis  on  the  state-operated  programs.    The  first 
testimony  we  submitted  to  a  congressional  committee  suggested  that:  "The  high  degree  of 
continuity  among  the  states'  policies  convinces  us  that  the  zones  could  offer  a  useful  framework 
for  targeting  other  federal  redevelopment  measures..." 

Throughout  the  late  1980s  and  early  1990s,  our  advice  went  unheeded  by  the  various  political 
factions.    But  thanks  to  the  leadership  of  the  Clinton  administration  and  the  perseverance  of  Mr. 
Rangel,  we  now  have  a  program  that  is  based  on  the  general  approach  we  favored  from  the 
beginning.    Many  of  our  ideas  have  been  woven  into  the  new  EZ\EC  policy. 

For  example,  the  concept  of  a  two-tiered  program  originated  with  our  organization.    We  also 
recognized  the  need  for  grass  roots  strategic  planning,  an  element  that  earlier  federal  zone 
proposals  had  all  but  ignored. 

Our  long-standing  advocacy  of  regulatory  waivers  and  the  budget-neutral  targeting  of  existing 
federal  resources  also  became  a  reality.    The  most  important  component  of  the  EZ\EC  program 
may  well  be  the  formation  of  the  Community  Enterprise  Board  (CEB)  and  its  directives  to  federal 
agencies  to  give  dN^etionary  preference  to  zone-designated  areas. 

This  kind  of  basic  reinforcement  for  state  and  locally  supported  initiatives  could  be  the  key  to  a 
successful  national  urban  program.    The  benefits  offered  by  the  CEB's  actions  could  mobilize  not 
just  a  handful  of  cities  to  address  problems  in  their  most  distressed  areas,  but  literally  hundreds 
of  communities  nationwide.    At  a  time  when  perhaps  too  much  attention  has  focused  on  other 
aspects  of  the  program,  the  CEB  has  quietly  developed  an  innovative  system  for  prioritizing  up  to 
$30  billion  in  funds  annually  to  favor  federally  recognized  zones. 

Most  of  the  problems  we  foresee  as  the  program  unfolds  relate  to  technical  implementation 
issues.    Lawmakers  and  regulation  writers  cannot  anticipate  every  statistical  anomaly  and  every 
special  case  when  they  craft  a  program  of  this  nature.    We  have  heard  numerous  reports  that 
applicants  are  having  difficulties  formulating  strategies  that  fit  neatly  into  the  criteria  set  out  in 
the  zone  law. 

We  note  that  our  initial  recommendations  foresaw  the  federal  government  dovetailing  its  policies 
with  the  zones,  as  already  established  by  the  many  state  programs.  By  the  mid  1980s 
approximately  half  the  state  had  committed  to  some  form  of  enterprise  zone  policy  and  in  nearly 
all  cases,  they  designed  their  selection  criteria  with  one  eye  on  the  original  federal  /one  proposal. 
This  meant  the  great  preponderance  of  the  state  programs  were  oriented  around  one  or  more  of 
four  economic  distress  standards:  high  unemployment  rates,  low  median  family  income,  poverty 
rates  and  outmigration. 

The  new  federal  EZ\EC  policy  references  only  high  poverty  rates.    Although  many  of  the  states' 
zones  can  be  adapted  to  the  federal  system,  many  others  cannot,  even  though  they  encompass 
demonstrably  low-income  areas. 

We  also  note  that  the  original  federal  zone  proposal  did  not  entail  limits  on  square  mileage  or 
maximum  population.    It  merely  suggested  a  typical  zone  size.    This  would  have  allowed 
applicants  to  balance  their  interests  in  designating  large  areas  against  the  prospect  that  their 
proposal  would  not  fare  well  in  a  federal  competition.    These  signals  influenced  cities  not  to 
designate  expansive  areas  but  gave  them  the  freedom  to  design  their  programs  as  they  saw  fit 
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Subsequent  federal  proposals  imposed  volume  limits  as  a  means  of  assuring  reliable  revenue-loss 
projections  as  Treasury  and  Congress  sought  to  estimate  the  cost  of  offering  various  tax 
incentives.    At  some  level,  this  helped  achieve  a  consensus  in  favor  the  federal  zone  legislation. 
And  at  this  juncture  we  would  not  dispute  the  need  for  such  a  discipline  in  regard  to  the  tax 
incentive-related  elements  of  the  overall  zone  initiative. 

However,  we  should  point  out  that  much  of  the  EZ\EC  program  has  nothing  to  do  with  these 
kinds  of  benefits.    The  law  sets  the  exact  cost  of  the  Title  XX  "challenge  grants"  for  each  zone, 
regardless  of  size.    This  suggests  that  the  program's  space  and  population  standards  should  be 
relevant  only  to  the  nine  empowerment  zones,  which  will  be  entitled  to  virtually  all  of  the  tax 
benefits  provided  in  the  law. 

The  only  tax  consequences  in  the  95  enterprise  communities  are  the  flexibility  in  the  use  of 
private  activity  bonds,  which  must  remain  within  each  participating  state's  annual  cap  under  any 
circumstances.    The  revenue  loss  implications  of  these  benefits  are  so  minor,  it  probably  was  not 
worth  applying  the  same  rigorous  size  and  population  standards  to  enterprise  communities  that 
apply  to  empowerment  zones.    Although  we  realize  the  opportunity  to  amend  this  feature  of  the 
law  has  passed,  we  would  call  it  to  the  Committee's  attention  for  future  reference. 

We  mention  this  because  we  some  communities  that  had  prepared  to  participate  in  the  program 
have  been  discouraged  from  doing  so  by  technicalities.    In  some  cases,  the  very  configuration  of 
a  city's  low-income  areas  disqualifies  neighborhoods  due  to  the  limit  of  three  non-contiguous 
areas  in  a  single  proposal.    In  others,  the  requirement  that  boundaries  follow  census  tract  lines 
prevents  designation  of  truly  distressed  areas  simply  because  of  sparse  populations  in  some  tracts. 

Perhaps  the  most  glaring  example  of  unforeseen  technical  barriers  can  be  found  in  the  case  of 
areas  containing  Indian  reservations.    We  have  already  identified  two  instances  in  Northeast 
North  Dakota  and  in  Northwest  New  Mexico  where  Indian  and  non-Indian  communities  had 
allied  for  the  purposes  of  establishing  joint  zone  strategies. 

The  reservations  are  automatically  eligible  for  a  series  of  tax  benefits  under  the  new  law. 
Economically  distressed  areas  surrounding  these  reservations  are  seeking  federal  zone  designation 
and  wish  to  coordinate  their  plans  with  tribal  authorities  for  their  mutual  benefit. 

However,  the  very  presence  of  any  property  held  in  trust  for  a  tribe  or  Indian  person  in  any 
census  tract-even  outside  the  actual  reservation  boundaries-appears  to  preclude  such  tracts  from 
designation,  regardless  of  their  level  of  distress.    In  both  cases  mentioned  here,  the  motivation 
for  new  Indian  and  non-Indian  cooperation  has  been  jeopardized  by  peculiarities  in  the  law  that 
we  believe  Congress  never  really  intended. 

In  general,  the  problems  communities  are  encountering  result  from  Congress's  efforts  to  prevent 
vagueness,  "double  dipping"  or  other  abuses.    And  yet  in  doing  so  it  has  generated  other 
concerns. 

It  may  be  useful  to  offer  the  following  perspective.    Our  original  vision  of  this  two-tiered 
program  design  anticipated  offering  basic  recognition  and  budget-neutral  benefits  on  a  non- 
competitive basis.    Some  might  say  this  approach  would  throw  the  program  wide  open  and 
simply  spread  available  resources  too  thin.    That  might  be  true  if  we  accepted  that  the  policy's 
success  depends  on  how  much  federal  funding  is  spent  in  each  zone. 

But  we  find  the  experience  of  the  states'  zones  bears  out  that  program  performance  has  not 
correlated  with  the  amount  of  funds  or  incentives  committed  by  the  states.    Rather,  the  degree  to 
which  a  state  program  challenges  cities  to  solve  their  own  problems,  and  reinforces  their 
decisions  when  they  do,  serves  as  the  best  determinant  of  success.    Generous  funding  is  not  the 
only  means  to  this  end.    Cooperation,  responsiveness  and  interest  from  the  governor's  office  can 
also  bolster  good  local  planning. 

By  requiring  a  competition  for  the  lower  tier  enterprise  communities,  as  well  as  for  the 
empowerment  zones,  the  federal  policy  could  produce  unintended  effects.    Unless  the  selection 
process  is  handled  carefully,  many  applicants  that  fail  to  win  federal  zone  designation  could  lose 
motivation.    Also,  some  states  that  have  supported  several  zones  over  the  years  now  believe  they 
must  make  difficult  choices  to  approve  one  or  only  a  few  for  participation  in  the  federal  program. 
This  also  is  a  development  that  gives  us  concern;  it  could  portend  the  end  of  zones  as  a 
community-driven,  state-sponsored  initiative.    The  least  desirable  outcome  of  the  EZ\EC  program 
would  be  to  generate  104  perceived  "winners"  and  hundreds  of  "losers." 
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The  Clinton  administration  officials  who  are  implementing  the  zone  program  are  sensitive  to 
these  problems  and  are  urging  potential  applicants  not  to  be  deterred  by  quirks  in  the  selection 
criteria.    They  and  the  CEB  are  to  be  commended  for  providing  some  "third  tier"  benefits  for 
virtually  all  communities  that  submit  creative  strategies. 

The  CEB  indicates  regulation  waivers  and  some  of  the  measures  it  plans  to  target  on  a 
discretionary  basis  to  empowerment  zones  and  enterprise  communities  also  will  be  set  aside  for 
zone-eligible  applicants.    If  this  is  implemented  properly,  it  could  well  achieve  most  of  the 
objectives  we  sought  in  recommending  a  multi-level  designation  system.    It  could  mean  more 
communities  will  remain  engaged  and  interested  in  the  program  after  the  administration  chooses 
the  first  104  zones. 

In  addition  to  these  general  observations,  we  can  offer  some  specific  suggestions  that  may  bear 
on  issues  arising  as  we  enter  into  the  implementation  phase.    In  some  cases,  our 
recommendations  relate  to  matters  that  the  Clinton  administration  may  yet  address  before 
completing  the  selection  process.   Others  pertain  to  future  considerations  for  both  the 
administration  and  Congress. 

•  Staggered  selection-The  EZ\EC  statute  mandates  designation  of  all  104  zones  before  the 
end  of  calendar  year  1995.    This  means  the  administration  need  not  feel  compelled  to  finish 
the  process  this  year.    The  program  regulations  were  issued  barely  two  months  ugo  and 
hundreds  of  cities  are  pressed  to  meet  a  June  30,  1994,  application  deadline.    Many  simply 
are  not  ready  to  respond  fully  to  the  program's  requirements  for  a  thorough  grass  roots 
planning  process. 

The  administration  could  alleviate  the  pressure  many  potential  applicants  are  experiencing  by 
announcing  that  some  of  the  designations  will  be  made  in  a  second  round  of  applications  in 
1995.   This  would  allow  the  designating  agencies  to  offer  basic  recognition  to  a'l  qualified 
zone  proposals  and  encourage  those  needing  more  time  to  revise  and  resubmit  their  plans 
next  year.    Positive  features  of  zones  winning  1994  designation  could  be  highlighted  as 
models  for  cities  that  apply  in  1995. 

•  New  approaches  to  state  participation -Although  the  HUD  and  USDA  briefings  held 
around  the  country  this  winter  have  attracted  much  local  interest,  state  offices  have  been  less 
involved.    This  may  well  be  due  to  the  fact  that  most  states  already  have  an  enterprise  zone 
policy  in  place  and  may  feel  they  do  not  need  to  gear  up  their  own  plans. 

Most  state  zone  policies  are  based  primarily  on  tax  incentives.    Without  abandoning  or  even 
amending  these  measures,  however,  the  states  could  greatly  strengthen  their  programs  by 
establishing  entities  that  are  analogous  to  the  CEB.    Such  interagency  boards  could  offer 
discretionary  preference  to  any  areas  the  states  nominate  for  federal  designation.    This  could 
involve  both  state  resources,  as  well  as  federal  formula  funds,  including  state  allocations  of 
Community  Development  Block  Grants  and  Federal  Transit  Administration  funds. 

Some  states  already  carry  out  similar  initiatives  on  behalf  of  their  zones.    Because  they  can 
operate  on  a  budget-neutral  basis,  they  need  not  require  new  state  appropriations  or  even 
formal  legislative  action.    The  administration  should  seek  to  elicit  greater  involvement  from 
the  states  by  encouraging  them  to  incorporate  CEB-styled  programs  into  their  commitments 
to  their  nominated  areas. 

•  Future  benefits  and  initiatives--The  conventional  wisdom  among  observers  of  the  EZ\EC 
policy  holds  that  Congress  and  the  administration  will  assess  the  program's  performance  for 
a  few  years  before  considering  further  action.    We  would  recommend,  however,  continued 
work  on  certain  features  of  the  program.    Among  the  measures  Congress  and  the 
administration  should  consider: 

•  Clarify  policies  toward  zone-eligible  areas-Although  the  administration  indicates 
it  wishes  to  support  the  plans  of  all  communities  submitting  EZ\EC  proposals,  that 
message  may  not  be  getting  through  as  effectively  as  it  should.    The  CEB  should 
consider  altering  its  policies  to  formally  include  all  zone-eligible  applicant':  in  its 
program  prioritization  plans.    A  special  effort  should  be  made  to  give  assurances  in 
this  regard  to  every  city  that  submits  a  notice  of  intent  to  apply  for  federa1  EZ\EC 
designation.    Having  a  more  specific  understanding  of  the  benefits  would  positively 
affect  all  those  who  are  considering  participation. 

•  Expanded  budget-neutral  benefits -The  EZ\EC  Guidebook  lists  nearly  100 
individual  federal  programs  that  will  be  offered  on  a  priority  basis  to  the  designated 
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areas.    Yet  not  all  agencies  that  have  a  direct  or  indirect  economic  development 
mission  have  been  involved  in  this  process.    Notably  absent  are  the  General 
Services  Administration  (GSA)  and  the  Department  of  Defense  (DOD).    By  offering 
contracting  preference  to  firms  operating  in  zones,  federal  agencies  could  greatly 
expand  the  effective  level  of  program  benefits. 

•      Use  the  zones  as  policy  laboratories-One  of  the  great  advantages  to  creating  a 
network  of  targeted  areas  is  that  the  federal  government  could  use  them 
experimentally  to  evaluate  measures  that  it  would  hesitate  to  implement  immediately 
nationwide.    Following  are  just  two  examples  of  initiatives  that  shouli1  be 
considered  in  the  near  term: 

•  Redevelopment  bonds—Section  144(c)  of  the  Tax  Code  permits  municipalities 
to  issue  tax-exempt  bonds  to  support  the  clearance  of  urban  sites  and 
installation  of  infrastructure  needed  to  accommodate  new  business.    However, 
because  Congress  has  introduced  a  number  of  complex  regulations  to  govern 
this  development  tool,  it  is  seldom  used.    A  waiver  of  some  of  these 
restrictions  in  zones  could  make  the  bonds  more  usable  as  a  resource  in  low- 
income  areas. 

•  Abandoned  Land  Reuse  Act--This  legislation  (HR  2070  and  S  299)  is  pending 
hearings  in  the  House  Committee  on  Banking,  Finance  and  Urban  Affairs.    It 
would  provide  matching  funds  of  up  to  $100  million  annually  for  three  years  to 
decontaminate  industrial  sites  in  distressed  urban  areas.    The  criteria  used  for 
this  program  should  be  coordinated  with  federal  zone  eligibility.    If  enacted,  it 
would  become,  in  effect,  one  of  the  new  benefits  available  to  all  zones,  many 
of  which  are  experiencing  critical  shortages  of  useable  land  due  to  ground 
pollution  problems. 

Evaluation-Congress  and  the  Clinton  administration  wish  to  conduct  an  evaluation  of  the 
EZ\EC  program.    But  all  who  are  interested  in  studying  this  matter  should  be  concerned  not 
just  with  the  efficacy  of  tax  abatements.    One  of  the  major  reasons  to  establish  a  multi-tiered 
zone  system  should  be  to  compare  different  approaches  to  working  with  low-income 
neighborhoods. 

The  empowerment  zones  can  test  out  the  effectiveness  of  targeting  significant  federal  tax  and 
funding  benefits  to  support  locally  operated  revitalization  efforts.    The  enterprise 
communities  and  zone-eligible  areas,  on  the  other  hand,  are  ideally  suited  to  evaluate  a 
related  concept-that  of  a  broad-based  system  of  challenges  and  rewards  within  the 
parameters  of  existing  federal,  state  and  local  programs  to  distressed  areas. 

Any  evaluation  of  this  policy's  results  should  investigate  whether  more  can  be  accomplished 
through  intensive  federal  assistance  to  a  few  areas  or  through  ongoing,  low-cost  motivation 
of  a  relatively  large  number  of  communities.    The  answer  to  this  important  question  should 
help  guide  policy  making  in  this  field  for  many  years  to  come. 
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Chairman  Rangel.  Craig  Hartzer. 


STATEMENT  OF  CRAIG  HARTZER,  CHIEF  DEPUTY  EXECUTIVE 
DIRECTOR,  INDIANA  DEPARTMENT  OF  COMMERCE, 
INDIANAPOLIS,  IND.,  ON  BEHALF  OF  THE  COUNCIL  OF 
STATE  COMMUNITY  DEVELOPMENT  AGENCffiS 

Mr.  Hartzer.  Thank  you  very  much,  Chairman  Rangel,  Chair- 
man Ford,  and  members  of  the  subcommittee.  It  is  a  real  pleasure 
to  be  here  with  you  today.  I  appreciate  the  opportunity  to  comment 
on  the  Federal  empowerment  zone  program  and  congratulations  to 
all  of  you  for  making  this  a  reality. 

I  represent  the  Council  of  State  Community  Development  Agen- 
cies (COSCDA)  which  consists  of  47  members — 47  State  agencies, 
many  of  whom  administer  State  enterprise  zone  programs  and 
many  of  whom  are  taking  an  active  role  in  the  EZ/EC  program. 
Personally,  I  have  been  involved  in  enterprise  or  empowerment 
zones  for  more  than  a  decade  as  a  city  official  in  1983,  back  in  Indi- 
ana, and  as  now  a  State  official  who  chairs  the  State  Urban 
Empowerment  Zone  Board,  so  I  have  seen  this  strategy  from  a  va- 
riety of  perspectives. 

My  focus  today  will  be  on  listing  the  program  strengths,  program 
weaknesses,  and  some  recommendations  for  you  to  consider  as  you 
review  and  monitor  how  this  program  is  being  implemented. 

Let  me  list  four  program  strengths— and  by  the  way,  my  com- 
ments, Mr.  Chairman,  are  based  upon  a  survey  that  COSCDA  is 
conducting  with  its  47  State  members.  The  survey  results  will  be 
shared  with  this  committee  at  a  later  date. 

Four  program  strengths.  No.  1,  the  program  is  based  on  a  com- 
prehensive, coordinated  approach.  We  think  the  comprehensive  ap- 
proach, which  includes  community  development,  economic  develop- 
ment, and  human  development,  is  something  that  should  be  sin- 
cerely applauded.  • 

No.  2,  the  financial  commitments  that  States  are  required  to 
make  are  contingent  upon  designation.  This  is  a  very  important 
issue  for  State  governments  and  we  applaud  the  fact  that  this  is 
recognized  in  the  regulations. 

No.  3,  the  increased  flexibility  given  to  the  use  of  title  XX  money. 
This  is  very  important  to  State  governments  which  must 
conominate  areas  for  designation  as  either  an  empowerment  zone 
or  an  enterprise  community.  That  flexibility,  as  has  already  been 
discussed,  is  absolutely  critical  and  again  we  think  it  is  a  major 
strength  of  the  program. 

No.  4  and  last,  we  have  had  tremendous  cooperation  and  im- 
proved communication  with  members  of  the  administration.  This 
has  been  a  pleasant  surprise.  We  really  think  that  this  is  a  major 
benefit  of  this  entire  piece  of  legislation.  Working  cooperatively 
with  HUD,  USDA,  and  Health  and  Human  Services  has  been  ter- 
ribly beneficial  to  us. 

Turning  to  program  weaknesses,  let  me  list  five  specific  weak- 
nesses for  you  to  consider.  . 

No.  1,  we  think  that  the  timeframe  for  the  strategic  planning 
process  and  the  application  process  is  too  short.  We  think  that  that 
process,  if  it  is  truly  a  "bottoms-up"  process,  may  require  more  time 
than  is 'currently  allowed  to  be  truly  effective  and  meaningful. 
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Chairman  Range L.  You  have  information  to  support  that  sugges- 
tion? 

Mr.  Hartzer.  Certainly,  because  it  is  based  upon  the  survey  of 
our  members  which  indicates  that  62  percent  of  States  believe  the 
timeframe  is  too  short.  They  feel  that  the  January-to-June  window 
constrains  the  strategic  planning  process,  especially  since  many 
communities  learned  of  the  program  in  mid-February. 

No.  2 

Chairman  Rangel.  Have  you  made  this  known  to  HUD? 

Mr.  Hartzer.  Yes,  we  have.  We  have  communicated  with  Assist- 
ant Secretary  Cuomo  and  Under  Secretary  Nash.  There  are  more 
aspects  to  this  issue  but  HUD  and  USDA  are  certainly  aware  of 
this  concern. 

Chairman  Rangel.  Just  before  I  forget,  you  better  get  in  touch 
with  Members  of  Congress  and  share  it  with  them,  too,  because  I 
hadn't  expected.  I  had  expected  to  hear  a  lot  more  complaints  and 
we  have  not  heard  them.  Maybe  the  closer  we  get  to  this  target 
date,  we  might  hear. 

Mr.  Hartzer.  It  would  be  our  pleasure,  thank  you,  Mr.  Chair- 
man. 

No.  2,  in  terms  of  program  weaknesses,  the  poverty  rate  thresh- 
olds may  be  a  bit  too  high.  In  many  communities,  when  you  target 
at  the  35  or  25  percent  rate  per  census  tract,  you  may  find  that 
those  communities  lack  the  capacity  to  do  effective  strategic  plan- 
ning and  therefore  require  more  technical  assistance  which  takes 
more  time. 

No.  3 — again,  you  have  already  heard  this.  We  think  the  use  of 
census  tracts  rather  than  census  block  groups  is  a  weakness  in  the 
program.  The  use  of  census  block  groups,  which  make  up  census 
tracts,  would  enable  communities  to  more  precisely  delineate  the 
boundaries  of  zones  and  communities. 

No.  4,  the  rural  size  requirements  seem  to  be  a  bit  too  small.  We 
have  heard  from  our  members,  especially  from  western  States,  that 
the  1,000  square-mile  limit  is  too  small;  in  fact,  some  census  tracts 
in  the  west  exceed  3,000  square  miles. 

The  last  weakness  is  the  place-specific  nature  of  the  tax  benefits 
associated  with  empowerment  zones.  While  the  empowerment  zone 
program  is  geographically  targeted,  one  of  its  main  purposes  is  to 
help  low  and  moderate  income  people  find  economic  opportunities 
in  or  near  the  targeted  area.  If  they  reside  in  the  zone  and  find 
work  outside  the  boundary,  those  tax  benefits  should  follow  the  low 
and  moderate  workers.  Economies  are  regional — they  are  not  delin- 
eated by  census  tracts.  We  encourage  you  to  reconsider  allowing 
non-zone  businesses  to  receive  tax  benefits  for  employing  zone  resi- 
dents. 

Turning  to  recommendations,  Mr.  Chairman,  I  will  be  as  brief  as 
I  can.  We  have  five  specific  recommendations  which  are  related  to 
the  program  weaknesses  that  I  just  articulated. 

No.  1,  increase  the  size  of  the  rural  zones  from  1,000  square 
miles  to  4,000  square  miles.  No.  2,  allow  the  use  of  census  block 
groups  rather  than  census  tracts.  No.  3,  adjust  the  poverty  rate 
thresholds.  No.  4,  extend  the  deadline  for  the  strategic  planning 
process  to  September  30  rather  than  June  30,  and  No.  5,  change 
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the  definitions  of  eligibility  for  the  tax  benefits  which  are  currently 
too  place  specific  and  not  people  specific. 

With  respect  to  the  last  recommendation,  we  would  encourage 
you  to  revise  the  definitions  of  qualified  zone  employee  and  quali- 
fied business  entity  so  we  can  accomplish  the  true  purpose  of  this 
legislation  in  my  opinion,  and  that  is  to  try  to  promote  private  in- 
vestment and  try  to  give  low  and  moderate  income  individuals  job 
opportunities. 

Those  are  our  recommendations,  Mr.  Chairman.  Again,  we  ap- 
plaud the  efforts  of  you  and  this  committee,  Chairman  Ford,  the 
committee  members  and  the  administration  for  making  this  impor- 
tant legislation  a  reality. 

Thank  you  for  your  time  and  consideration. 

[The  prepared  statement  follows:] 


89 


STATEMENT  OF  CRAIG  HARTZER 

CHIEF  DEPUTY  EXECUTIVE  DIRECTOR,  INDIANA  DEPARTMENT  OF  COMMERCE 

ON  BEHALF  OF  THE  COUNCIL  OF  STATE  COMMUNITY  DEVELOPMENT  AGENCIES 


COtC  A) 

Introduction 

Thank  you.  Chairman  Rangel  and  Chairman  Ford.  Mr.  Chairmen  and  distinguished  members  of 
the  two  subcommittees,  I  am  Craig  Hartzer,  Chief  Deputy  Executive  Director  of  the  Indiana  Department 
of  Commerce,  and  am  here  today  representing  the  Council  of  State  Community  Development  Agencies 
(COSCDA).  I  am  a  member  of  COSCDA's  executive  committee  as  well  as  chair  of  its  development 
committee.  COSCDA  is  the  national  association  representing  state  departments  of  community 
development.  COSCDA  members  are  those  state  agencies  responsible  primarily  for  providing  financial 
and  technical  assistance  to  communities  in  the  areas  of  economic  development,  community  development, 
infrastructure  development,  affordable  housing,  and  strategic  planning.  All  but  one  of  COSCDA's  47 
members  administer  the  state  CDBG  program,  about  half  administer  the  HOME  program,  and  about  half 
administer  state  enterprise  zone  programs.  As  such,  COSCDA  members  are  often  the  key  player  at  the 
state  level  for  the  empowerment  zone  and  enterprise  community  program.  It  is  a  pleasure  to  have  this 
opportunity  to  share  with  the  subcommittees  the  states'  perspective  on  the  EZ/EC  program  thus  far. 

The  Department  of  Commerce  is  the  lead  state  agency  in  Indiana  for  the  EZ/EC  program.  The 
Department  administers  a  wide  range  of  community  development  programs  including  the  Indiana  Main 
Street  Program,  Community  Regulatory  Assistance,  Small  Cities  Community  Development  Block  Grant, 
Neighborhood  Assistance  Tax  Credit  Program,  Community  Planning  Fund,  Community  Development 
Action  Grant,  Microenterprise  Assistance  Program,  and  the  state's  Enterprise  Zone  Program  which  the 
state  legislature  established  in  1983.  Governor  Evan  Bayh  and  myself  were  delighted  to  have  the 
opportunity  to  meet  with  Vice  President  Gore  last  November  to  discuss  the  empowerment  zone  program 
at  its  early  stages.  It  provided  us  an  opportunity  to  share  with  him  Indiana's  efforts  to  blend  community 
development  goals  with  economic  development  goals  in  our  state's  enterprise  zone  program. 

The  initial  purpose  of  Indiana's  enterprise  zone  program  back  in  1983  was  to  create  and  retain 
jobs  and  to  foster  overall  economic  growth.  Since  1991,  the  enterprize  zone  program  has  focused  on 
stimulating  local  community  and  business  investment  in  distressed  urban  areas.  The  program  seeks  to 
improve  the  quality  of  life  within  the  zone  through  economic  incentives  and  by  building  public-private 
partnerships  aimed  at  strengthening  local  capacity  for  human  and  economic  development.  The  state 
recently  participated  in  a  pilot  project  managed  by  the  Lilly  Endowment  in  which  most  of  the  19 
enterprise  zones  in  the  state  identified  community  development  goals  and  initiated  community 
development  projects.  The  preliminary  findings  suggest  that  enterprise  zone  programs  can  achieve 
community  development  objectives;  however,  it  can  be  difficult  to  sustain  a  high  level  of  community 
development  activities  and  commitment  when  the  program's  structure,  objectives  and  key  players 
continue  to  support  the  original,  more  narrowly-defined  goal  of  economic  growth  and  development. 
Overall,  a  clear  lesson  from  Indiana's  experience  is  that  the  design  and  implementation  of  an  enterprise 
zone  program  will  clearly  influence  the  extent  to  which  community  development  activities  occur.  Form 
follows  function.  We  applaud  the  emphasis  in  the  EZ/EC  program  on  grassroots  planning,  public-private 
partnerships,  human  development,  economic  opportunity,  and  leveraging  which  should  help  ensure  that 
the  impact  from  the  program  goes  beyond  job  creation. 

My  comments  today  will  focus  briefly  on:  (1)  the  role  of  the  states  in  the  EZ/EC  program;  (2) 
the  strengths  and  weaknesses  of  the  program;  and  (3)  suggestions  for  improving  the  program.  My 
comments  are  based  on  information  that  COSCDA  has  gathered  through  conversations  with  state 
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agencies  during  the  past  several  months  as  well  the  preliminary  results  of  a  national  survey  of  states  that 
COSCDA  is  conducting  this  month. 

The  Role  of  States 

Besides  co-nominating  areas  for  designation,  which  states  are  required  to  do,  states  can  play  two 
key  roles  in  this  program:  they  can  invest  financial  and  technical  resources  in  the  area  to  support  the 
development  and  implementation  of  the  strategic  plan;  and  they  can  facilitate  the  implementation  of 
strategic  plans  by  streamlining  their  service  delivery  systems  and  easing  or  adjusting  administrative  and 
programmatic  requirements. 

The  state's  role  as  investor  involves  building  the  financial  and  technical  capacity  of  a  community 
to  reach  its  development  goals.  For  example,  states  could  funnel  resources  to  designated  EZs/ECs  by, 
among  other  things:  awarding  special  grants,  loans  and  loan  guarantees;  earmarking  grants,  loans  and 
loan  guarantees  from  existing  programs;  awarding  extra  points  to  applications  for  assistance;  providing 
technical  assistance  in  the  development  and  implementation  of  the  strategic  plan;  providing  matching 
funds  for  an  SBA  One  Stop  Capital  Shop;  and  offering  special  tax  incentives. 

The  state's  role  as  facilitator  involves  removing  barriers  and  streamlining  processes  that  impede 
the  community's  efforts  to  reach  its  goals.  For  example,  states  could  adopt  a  fast-track  review  process 
for  grant  or  loan  applications  from  EZs/ECs,  designate  a  point  person  to  serve  as  the  state  contact  and 
resource  for  EZs/ECs,  or  develop  an  interagency  application  form  and  review  process  for  EZs/ECs 
seeking  state  assistance  from  different  sources. 

Given  the  short  amount  of  time  states  have  had  to  respond  to  the  needs  and  requests  for 
assistance  from  communities,  it  has  been  challenging  for  states  to  respond  quickly  and  creatively.  In 
addition,  in  many  states  the  number  of  eligible  communities  is  relatively  small  and  the  number  of 
eligible  communities  expected  to  submit  an  application  is  smaller  still.  Such  states  are  unlikely  to  make 
major  changes  in  existing  programs,  policies  or  procedures  to  tend  to  the  needs  of  a  few  communities. 
The  more  active  states  are  those  in  which  a  relatively  large  number  of  eligible  communities  are  expected 
to  submit  an  application. 

Based  on  COSCDA' s  preliminary  survey  results,  the  state  department  for  community  development 
is  the  lead  state  agency  for  the  EZ/EC  program  in  most  states.  In  some  states,  the  lead  state  entity  is  the 
department  of  commerce  or  economic  development,  department  of  social  services,  state  rural 
development  council,  state  housing  authority,  or  the  Governor's  office.  At  this  early  stage  in  the 
program,  these  agencies  have  been  providing  mostly  information  and  technical  assistance  to  communities 
about  program  participation,  as  well  as  trying  to  coordinate  resources  among  various  state  agencies.  In 
Georgia,  for  example,  the  state  invited  the  known  eligible  communities  to  a  workshop  earlier  this  month 
that  featured  representatives  from  many  state  agencies  describing  the  programs  and  resources  available 
to  EZs/ECs.  Several  states,  such  as  Alabama,  Kentucky,  Idaho,  Michigan,  Nebraska,  New  Mexico  and 
West  Virginia,  have  either  established  or  are  using  existing  interagency  committees  to  coordinate  state 
resources  and  provide  assistance  to  communities.  In  some  cases,  such  as  in  Michigan,  those  coordinating 
committees  will  conduct  joint  reviews  of  applications.  In  addition,  the  Governors  in  Connecticut  and 
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Georgia  have  issued  executive  orders  calling  for  state  agencies  to  identify  and  coordinate  resources  for 
designated  EZs  and  ECs. 

States  are  working  closely  with  communities  in  the  development  of  their  strategic  plans;  in  fact, 
this  has  been  the  most  frequent  form  of  assistance  that  states  have  provided.  Nonetheless,  communities 
are  tapping  a  wide  range  of  technical  assistance  sources  to  help  with  the  development  of  their  plans 
including:  regional  planning  agencies;  private  consultants;  local  governments  and  councils  of 
governments;  and  nonprofit  organizations. 

At  present,  only  a  few  states  have  explicitly  set  aside  or  earmarked  their  CDBG  funds  for 
designated  EZs  and  ECs,  while  others  are  considering  doing  so.  For  example,  the  West  Virginia 
Development  Office  has  set  aside  up  to  $5  million  in  FY  1995  CDBG  funds  for  designated  EZs/ECs.  If 
none  is  designated,  the  Department  will  use  the  funds  to  assist  nominated  communities  that  submitted 
EZ/EC  applications.  The  Oklahoma  Department  of  Commerce  has  set  aside  up  to  $  1  million  in  its  state 
CDBG  program  for  designated  EZs  and  ECs,  and  the  Texas  Department  of  Housing  and  Community 
Affairs  has  set  aside  up  to  SI  million  in  its  CDBG  economic  development  category  for  designated  EZs 
and  ECs.  The  Ohio  Department  of  Development  has  set  aside  $500,000  in  both  its  CDBG  economic 
development  and  housing  categories.  Although  Virginia  has  not  set  aside  funds,  the  Virginia  Department 
of  Housing  and  Community  Development  will  give  preferential  treatment  to  designated  EZs  and  ECs 
by  awarding  up  to  100  extra  points  on  their  applications  for  CDBG  funding.  Colorado,  Ohio  and  Texas 
are  planning  to  give  extra  weight  or  points  to  applications  from  designated  EZs/ECs  as  well. 

In  most  cases,  the  state  department  of  human  or  social  services  will  administer  the  Title  XX 
SSBG  EZ/EC  grants.  In  Alabama,  however,  the  Department  of  Economic  and  Community  Affairs, 
serving  as  the  lead  state  agency,  will  administer  the  SSBG  grants.  Several  other  states,  including  Indiana, 
have  not  decided  which  state  agency  will  administer  the  Title  XX  grants. 

As  stated  earlier,  in  Indiana,  the  Department  of  Commerce  serves  as  the  lead  state  agency.  We 
have  been  providing  technical  assistance  to  the  10  communities  and  related  organizations  interested  in 
designation.  We  are  also  coordinating  other  state  agency  resources  and  the  design  of  the  state's  process 
for  review  and  co-nomination  of  areas. 

Program  Strengths 

First,  states  applaud  the  Administration  and  Congress  for  recognizing  that  long-term,  successful 
community  development  requires  a  comprehensive  and  coordinated  investment  in  economic,  physical 
and  human  needs.  Although  such  an  approach  is  difficult  to  implement  because  it  involves  coordinating 
multiple  resources  and  players,  it  is  likely  to  have  more  impact  on  community  development  than  isolated 
investments  or  one-dimensional  strategies.  The  traditional  enterprise  zone  model,  for  example,  with  its 
narrow  focus  on  business  growth  and  job  creation  through  tax  incentives,  was  not  designed  to  be  a 
community  development  strategy  but  to  induce  economic  growth.  While  the  revitalization  of  a  region's 
economy  is  necessary  to  any  community  development  effort,  it  is  not  sufficient  in  and  of  itself  to 
contribute  to  overall  community  development.  Revitalization  must  occur  at  an  economic,  human  and 
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physical  scale  for  community  development  to  occur  which  is  the  theoretical  framework  on  which  the 
EZ/EC  program  is  based. 

Second,  states  appreciate  the  Administration's  decision  to  make  commitments  contingent  upon 
designation.  State  recognize  that  they  play  a  critically  important  supportive  role  in  this  program. 
Accordingly,  they  are  eager  to  assist  those  communities  committed  to  developing  strategic  plans  by 
providing  financial  and  technical  assistance  and  by  improving  their  delivery  of  services  to  communities. 
A  state's  assistance,  investment  and  commitment  to  a  community,  like  that  of  other  players,  is  a 
leveraged  part  of  an  overall  investment  package;  it  depends  on  the  other  pieces  of  that  package  to  be  in 
place.  During  the  development  of  regulations,  the  Administration  debated  whether  or  not  to  require 
upfront  commitments  --  that  is,  commitments  that  had  to  be  carried  through  whether  or  not  a  nominated 
area  received  designation.  COSCDA  voiced  its  strong  concern  for  this  kind  of  approach,  arguing  that 
such  a  condition  would  generate  requests  for  assistance  from  eligible  communities  with  varying  degrees 
of  long-term  commitment  to  community  development,  and  place  states  in  a  financially  as  well  as 
politically  untenable  position.  States  were  much  more  eager  to  be  an  active,  supportive  partner  in  this 
initiative  when  the  regulations  made  it  clear  that  commitments  are  contingent  upon  designation. 

Third,  states  appreciate  the  broadened  flexibility  of  the  Title  XX  grants  but  would  prefer  even 
greater  flexibility  in  their  use.  Although  traditional  Title  XX  funds  are  relatively  flexible,  their  use  is 
limited  to  human  and  social  services.  By  broadening  the  use  of  Title  XX  for  the  EZ/EC  program  so  that, 
for  example,  improvements  to  real  property  are  permitted.  Congress  has  given  communities  greater 
flexibility  in  using  these  funds.  At  the  same  time.  Congress  has  relieved  some  of  the  pressure  from  other 
state  programs  that  would  have  been  tapped  for  these  purposes.  Nonetheless,  states  would  prefer  to  see 
communities  have  the  greatest  flexibility  possible  in  using  these  grants. 

Fourth,  states  appreciate  the  Administration's  emphasis  on  including  all  partners  —  Federal,  state 
and  local  governments,  private  sector,  nonprofit  organizations  —  in  this  program.  Such  a  team  of  players 
is  necessary  to  accomplish  the  economic,  human  and  physical  goals  in  a  comprehensive  strategic  plan. 
While  the  Administration  has  basically  required  the  involvement  of  each  of  these  players,  it  has 
hesitated,  and  rightly  so,  to  articulate  specific  roles  for  each.  To  achieve  the  active  and  meaningful 
participation  of  a  true  partner,  the  partner  needs  to  identify  his  own  self  interest  and  role  in  participation. 
This  program  allows  each  partner  to  do  just  that. 

Fifth,  states  appreciate  the  effort  by  the  various  Federal  agencies  and  the  Administration  to  be 
cooperative,  open  and  inclusive  in  the  formation  and  implementation  of  the  initiative.  From  the  forming 
of  authorizing  legislation  to  the  release  of  the  regulations,  the  key  Federal  agencies  have  invited  and 
solicited  input  from  various  interest  groups  and  have  relied  on  interest  groups  to  get  the  word  out.  In 
addition,  it  has  been  refreshing  to  see  staffs  at  USDA,  HUD,  HHS,  the  National  Economic  Council,  the 
Vice  President's  Office,  SBA,  and  other  agencies  working  together  on  developing  regulations,  writing 
EZ/EC  publications,  and  holding  regional  workshops.  Their  effort  has  been  important  because  it  helps 
to  demonstrate  the  kind  of  cooperation  needed  at  the  local  level. 
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Based  on  preliminary  survey  results  and  discussions  with  many  states,  there  are  several  significant 
problems  with  the  program  from  a  state  perspective  that  may  undermine  the  program's  potential  for 
success.  These  problems  are: 

o  the  short  amount  of  time  to  develop  strategic  plans  and  submit  applications,  and  the  overall 

timing  of  the  program 

o  the  poverty  rate  thresholds 

o  the  number  of  EZs  and  ECs 

o  the  use  of  census  tracks  to  delineate  boundaries 

o  the  size  limitation  of  rural  EZs/ECs 

o  the  exclusion  of  Indian  reservations 

o  the  exclusion  from  tax  benefits  businesses  that  create  jobs  outside  the  EZ 

Short  Time  for  Developing  Strategic  Plans  and  Submitting  Applications.  The  primary  problem  states  have 
with  this  program  is  its  timing  --  the  incredibly  short  amount  of  time  given  for  the  development  of 
strategic  plans  and  the  submission  of  applications,  as  well  as  the  overall  timing  of  the  program.  More 
than  68  percent  of  the  states  surveyed  complained  about  this  issue. 

According  to  Administration  officials,  the  experts  they  consulted  with  when  designing  this 
program  said  that  six  months  would  be  sufficient  time  for  a  strategic  planning  process.  States  consider 
this  an  insufficient  amount  of  time  for  communities  to  undertake  meaningful  strategic  planning. 

In  theory,  communities  have  a  little  more  than  five  months  to  submit  their  EZ/EC  applications 
if  one  assumes  that  they  begin  the  day  the  regulations  were  published  (January  18)  and  finish  the  day 
before  the  applications  are  due  (June  30).  In  practice,  communities  have  about  three  and  a  half  months. 
Many  communities  became  aware  of  the  program  when  they  attended  the  Federal  interagency  regional 
workshops  hosted  by  HUD  and/or  USDA  in  February.  Several  states  are  setting  draft  application 
deadlines  in  late  May  or  early  June  so  that  they  can,  as  co-nominators  and  co-investors,  review  and 
respond  to  the  applications.  In  Michigan,  the  deadline  is  May  30;  in  Virginia,  it  is  June  6,  and  in 
Oklahoma,  it  is  June  10.  Georgia  has  not  imposed  a  deadline  because  it  is  already  uncomfortable  with 
the  June  30  deadline.  Instead,  it  has  told  communities  that  they  need  to  keep  the  state  informed  of  its 
plan  as  it  is  being  developed.  Assuming  a  community  decides  in  mid-February  to  vie  for  designation, 
it  has  approximately  three  to  four  months  to  develop  a  strategic  plan  and  vision,  form  partnerships,  and 
secure  commitments.  It  will  be  impossible  for  many  distressed  communities  to  respond  in  any  reasonable 
fashion  given  this  tight  timeframe.  The  Administration  has  made  it  clear  that  existing  strategic  plans 
taken  off  the  shelf  will  not  be  acceptable.  It  has  been  suggested  that  this  short  timeframe  was  set 
intentionally  to  generate  applications  from  "the  best  of  the  distressed"  -  poor,  distressed  communities 
that  have  the  capacity  to  submit  substantive  and  meaningful  strategic  plans.  States  question  whether  three 
to  four  months  is  enough  time  for  even  the  best  candidates. 

In  addition,  the  overall  timing  and  tight  timeframe  impedes  the  participation  of  states  —  and  other 
partners  —  in  the  program.  In  some  instances,  before  state  agencies  can  adjust  their  programs,  resources, 
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and  service  delivery  systems  to  better  serve  EZs/ECs,  they  must  have  approval  or  authorizing  language 
from  their  state  legislatures.  Authorizing  language  may  be  necessary  to  set  aside  funding  for  special 
purposes,  to  change  eligibility  or  matching  requirements,  or  to  make  other  changes  as  needed.  Many  state 
legislatures  will  end  their  sessions  this  spring  or  early  summer  which  is  also  the  time  that  communities 
are  developing  their  strategic  plans  and  identifying  the  kind  and  level  of  state  assistance  they  need  to 
implement  their  plans.  By  the  time  they  identify  their  needs,  their  state  legislature  may  be  in  the  process 
of  adjourning  or  may  have  already  adjourned.  It  would  be  ideal  if  communities  vying  for  EZ/EC 
designation  make  their  requests  for  financial  and  technical  assistance,  and  for  regulatory  reform  known 
prior  to  the  start  of  their  state's  legislative  session  so  that  if  legislative  action  were  required  it  could  be 
considered  during  the  session.  The  existing  timeframe  impedes  the  states'  ability  to  respond  quickly  and 
responsibly. 

Poverty  Rate  Thresholds.  Approximately  42  percent  of  the  states  responding  to  COSCDA's  survey 
indicated  that  the  poverty  rate  thresholds  are  problematic.  States  are  concerned  about  the  thresholds  for 
two  different  reasons.  First,  some  states  are  concerned  that  the  EZ/EC  program  may  be  targeted  too 
deeply  resulting  in  the  inclusion  of  poor  communities  that  may  not  have  the  capacity  to  produce 
significant  results  and  the  exclusion  of  distressed  communities  that  have  greater  capability. 

States  have  found  that  some  distressed  communities,  characterized  by  relatively  high  rates  of 
poverty,  weak  economies,  population  loss,  and  low  incomes,  and  that  have  assets  that  could  attract 
reinvestment  and  spark  community  development,  are  not  eligible  for  participation  because  they  are  not 
poor  enough.  The  high  poverty  rate  thresholds  in  the  statute  —  which  call  for  all  census  tracks  to  have 
a  minimum  poverty  rate  of  20  percent,  90  percent  to  have  a  poverty  rate  of  25  percent,  and  50  percent 
to  have  a  poverty  rate  of  35  percent  --  prevent  these  communities,  most  likely  rural  communities,  from 
participation. 

On  the  one  hand,  given  the  high  poverty  rate  criteria,  the  Administration  wants  to  concentrate 
and  leverage  resources  in  the  most  distressed  areas  where  the  need  is  greatest.  On  the  other  hand,  it  also 
expects  them  to  generate  a  significant  number  of  jobs  and  economic  opportunity,  to  leverage  a  significant 
level  of  private  sector  investment,  and  to  have  the  human  capacity  and  leadership  skills  to  develop  a  10- 
year  strategic  plan  within  a  few  months.  This  is  a  tall  order  for  a  deeply-targeted  program.  While  these 
poor  areas  represent  the  greatest  need  for  economic  revitalization,  they  may  not  represent  the  areas  with 
the  greatest  potential  for  community  or  economic  revitalization.  States  are  concerned  that  the  program 
targets  communities  that  may  be  the  least  prepared  and/or  capable  of  generating  the  level  of  community 
development  investment,  revitalization,  and  job  creation  desired.  Clearly,  assistance  will  be  awarded  to 
"the  best  of  the  distressed",  but  the  key  public  policy  questions  to  be  asked  are:  Are  the  best  of  the 
distressed  strong  enough  to  produce  results?  What  kind  of  return  on  investment  should  the 
Administration  realistically  expect  from  such  deep  targeting?  What  would  the  return  on  investment  be 
if  the  program  was  not  so  deeply  targeted? 

Second,  some  states  are  less  concerned  with  the  poverty  rates  themselves  and  more  concerned 
with  census  track  poverty  rate  data.  High  rates  of  poverty  exist  in  rural  America;  however,  they  can 
occur  as  "pockets  of  poverty"  which  can  be  hidden  or  overlooked  when  using  census  track  data.  Some 
rural  census  tracks  or  block  numbering  areas,  especially  in  the  west,  are  geographically  huge.  The 
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average  poverty  rate  for  such  large  areas  dilutes  the  deep  levels  of  poverty  found  within  that  census 
track. 

For  these  two  reasons,  the  poverty  rate  criteria  have  contributed  greatly  to  an  unfortunate  and 
unintended  bias  against  the  western  and  mountain  regions  of  the  country  (although  large  census  tracts 
in  the  south  central  region,  such  as  in  Arkansas,  are  adversely  affected  as  well).  The  largest  number  of 
eligible  communities  is  concentrated  in  the  south  and  midwest.  It  has  been  difficult  to  obtain  accurate 
estimates  from  states  regarding  the  number  of  eligible  communities  because  some  have  not  generated 
lists  of  all  eligible  communities,  estimates  are  based  on  a  variety  of  geographic  measures  (community, 
county,  census  track),  there  are  multiple  configurations  of  eligible  areas  possible  including  noncontiguous 
versions,  and  poverty  rates  can  be  waived.  Nonetheless,  estimates  of  eligible  urban  and  rural 
communities  for  a  sample  of  states  appear  in  Appendix  A. 

The  state  of  Wyoming,  for  example,  would  like  to  participate  in  the  EZ/EC  program  because  it 
would  complement  and  support  the  community  economic  development  strategy  that  the  state  developed 
and  recently  announced  in  its  "1994  Plan  for  Economic  and  Community  Development".  The  plan  outlines 
the  state's  strategy  for  facilitating  and  stimulating  grassroots  community  economic  development  including 
some  of  these  activities:  implementing  a  Certified  Development  Communities  program  this  year  with 
funding  from  EDA;  establishing  a  state  rural  development  council  with  funding  from  USDA; 
reorganizing  its  network  of  Small  Business  Development  Centers;  establishing  industrial  extension 
service  centers  with  funding  from  NIST;  creating  regional  economic  development  districts  with  funding 
from  EDA;  and  establishing  a  community-based  entrepreneurship  training  program  with  funding  from 
the  U.S.  West  Foundation.  Unfortunately,  only  one  community  -  population  300  --  is  technically  eligible 
for  nomination,  but  it  lacks  the  human  capacity  and  leadership  and  interest  to  develop  a  strategic  plan. 
Other  economically  distressed  but  ineligible  communities,  with  poverty  rates  of  only  12  percent,  would 
be  prime  candidates  for  the  EZ/EC  program  according  to  the  state. 

Number  of  Zones  and  Communities.  The  small  number  of  EZs  and  ECs  makes  this  program  very 
competitive  among  eligible  communities,  especially  since  most  communities  are  vying  for  EC  status 
since  the  EZ  designations  are  so  few.  In  addition,  HUD's  and  USDA's  active  promotion  of  the  program 
in  the  field  has  heightened  communities'  expectations.  Estimates  of  the  number  of  applications  expected 
range  from  300  to  600.  In  some  states,  dozens  of  communities  will  request  assistance  with  their  strategic 
plans  and  applications  from  the  state.  States  are  concerned  that  the  Administration  and  the  Federal 
agencies  have  unnecessarily  heightened  expectations  and  significantly  increased  the  demand  for  such  a 
geographically  limited  program. 

Using  Census  Tracks  to  Delineate  Boundaries.  The  statute  requires  the  use  of  census  tracks  or  block 
numbering  areas  to  delineate  boundaries  and  to  measure  the  level  of  poverty,  population  and  size  of  a 
nominated  area.  [Census  tracks  are  used  for  metropolitan  areas,  block  numbering  areas  are  used  for 
nonmetropolitan  areas.]  This  unit  of  measure  is  problematic  because  it  excludes  many  rural  western 
communities,  which  are  economically  distressed,  from  participation,  and  prevents  communities  from 
carving  out  eligible  areas  within  census  tracks. 
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Census  tracks  and  block  numbering  areas  are  poor  measures  for  this  program  for  several  reasons. 
First,  they  vary  considerably  in  size  which  has  made  large  rural  areas  in  the  western  and  mountain 
regions  of  the  country  ineligible  for  the  program.  Some  census  tracks  in  Colorado  and  New  Mexico,  for 
example,  exceed  3,000  square  miles  each  which  automatically  excludes  them  from  participation  because 
rural  EZs/ECs  cannot  exceed  1,000  square  miles.  Second,  census  tracks  can  include  Indian  reservations 
which  automatically  makes  them  ineligible  because,  according  to  statute,  no  EZ/EC  can  contain  any  part 
of  an  Indian  reservation.  Both  Florida  and  New  Mexico  face  this  situation.  Third,  the  pockets  of 
prosperity  in  a  census  track  can  dilute  or  mask  the  pockets  of  poverty  making  the  entire  census  track 
ineligible,  which  has  been  the  case  for  several  communities  in  Florida  and  Arkansas. 

Block  groups  are  a  more  appropriate  unit  of  measure  for  this  program  because  they  enable 
communities  to  more  precisely  delineate  their  targeted  areas  for  investment.  First,  they  are  a  smaller 
geographical  unit  of  measure.  Second,  they  are  the  smallest  unit  of  measure  from  the  Census  for  which 
poverty  rate  data  are  gathered.  Third,  block  group  data  are  readily  available  from  the  Census.  The  only 
apparent  drawback  to  using  block  groups,  which  was  also  true  using  Census  tracks,  is  that  block  groups 
do  not  honor  some  jurisdictional  lines  including  Indian  reservation  boundaries.  EZs  and  ECs,  by  statute, 
cannot  contain  any  part  of  an  Indian  reservation.  Both  Census  tracks  and  block  groups  can  include  Indian 
reservations.  The  only  Census  unit  of  measure  that  does  not  cross  Indian  reservation  lines  is  the  block, 
but  poverty  rate  data  are  not  gathered  at  this  level. 

Size  Limitation  of  EZs/ECs.  Western  states  especially  are  disappointed  that  the  size  limitation  of  1,000 
square  miles  for  rural  EZs/ECs  disqualifies  some  of  their  communities  from  participation.  While  a  1,000 
square-mile  area  in  the  East  may  be  considered  relatively  large  from  a  community  development 
perspective,  there  are  census  tracts  and  block  numbering  areas  in  western  states  that  exceed  3,000  square 
miles.  Because  size  and  scale  is  relative  and  varies  considerably  across  the  country,  the  1,000  square 
miles  limitation  serves  as  a  bias  against  western  rural  areas. 

Exclusion  of  Indian  Reservations.  Many  states  are  disappointed  that  the  statute  does  not  allow  Indian 
reservations  to  be  designated  as  EZs/ECs  especially  since  the  greatest  need  for  community  economic 
development  in  some  states  is  in  Indian  reservations.  Indian  reservations  were  included  in  the  original 
legislation  but  Congress  eliminated  their  participation  in  the  final  bill  and  introduced  a  separate  pair  of 
tax  incentives  (accelerated  property  depreciation  and  employment  credits)  for  Indian  reservations  only. 
These  incentives  are  a  weak  substitute  for  the  resources  and  opportunities  possible  through  the 
community  development,  partnership  building,  leveraging  approach  afforded  EZs  and  ECs. 

Tax  Benefits  Only  to  Zone  Jobs  and  Zone  Businesses.  While  states  recognize  the  potential  impact  of 
geographically  targeted  investment  as  in  an  EZ/EC,  they  also  recognize  the  importance  of  assisting 
people,  not  just  places,  and  the  regional  nature  of  local  economies.  For  these  two  reasons,  states  believe 
that  businesses  located  outside  the  EZ/EC  boundary  that  create  jobs  for  zone  residents  should  receive 
the  special  tax  incentives  that  are  currently  provided  only  to  businesses  located  within  the  EZ/EC 
boundaries.  Community  development  strategies  need  to  strike  a  balance  between  place-based  assistance 
and  people-based  assistance.  The  regional  nature  of  local  economies  and  labor  markets,  especially  in 
rural  areas,  makes  it  impossible  to  contain  economic  development  within  a  fenced  area.  HUD  Secretary 
Cisneros,  in  fact,  recognizes  this  fact  and  has  endorsed  the  role  of  "mobility  strategies"  in  community 
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development  --  strategies  that  give  people  the  choice  of  where  to  live  and  work.  If  one  of  the  goals  of 
the  EZ/EC  program  is  the  empowerment  of  people,  non-zone  businesses  within  the  region  that  provide 
economic  opportunity  for  zone  residents  should  be  rewarded. 

Recommendations  for  Improvement 

COSCDA  requests  the  subcommittees'  consideration  of  the  following  changes  to  improve  the 
EZ/EC  program.  First,  to  address  the  states'  concern  about  the  short  application  timeframe,  the 
application  deadline  needs  to  be  at  least  nine  months  from  the  date  the  interim  regulations  were 
published.  For  1994,  the  deadline  should  be  extended  from  June  30  to  September  30. 

Second,  to  address  the  states'  other  concerns  about  the  poverty  rates,  the  number  of  EZs/ECs, 
census  tracks,  size  limitations,  Indian  reservations,  and  tax  benefits,  these  statutory  amendments  need 
to  be  made: 

o  increase  the  maximum  size  for  a  rural  EZ/EC  from  1,000  square  miles  to  4,000  square  miles 

[section  1392(a)(3)(a)] 
o  allow  communities  to  use  census  "block  groups"  instead  of  census  tracks  or  block  numbering 

areas  to  measure  population,  poverty  and  size  characteristics  [section  1393(a)(9)] 
o  lower  the  poverty  rate  to  20  percent  for  each  census  track  or  block  group  that  delineates  the 

EZ/EC  [section  1392(a)(4)] 
o  delete  the  exclusion  of  Indian  reservations  [section  1393(a)(4)(A)] 

o  revise  the  definition  of  "qualified  zone  employee"  so  that  the  services  for  which  the  zone  resident 

is  employed  do  not  have  to  be  performed  necessarily  within  the  EZ  boundaries  [section 

1396(d)(1)(A)] 
o  revise  the  definition  of  "qualified  business  entity"  so  that  it  does  not  have  to  be  located  in  the 

EZ  boundary  [section  1397B(b)] 

Mr.  Chairmen,  this  completes  COSCDA's  statement.  COSCDA  will  provide  your  staff  with  a 
copy  of  the  survey  results  as  soon  as  possible.  Thank  you  for  providing  an  opportunity  for  me  to  share 
with  the  states'  concerns  about  the  EZ/EC  program. 
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APPENDIX  A 
Estimated  Number  of  Eligible  Communities  Per  State 


STATE 

NUMBER' 

Northeast 

Connecticut 

1 

Delaware 

1 

New  Hampshire 

0-1 

Vermont 

3 

Mid-Atlantic 

Maryland 

23 

Pennsylvania 

41 

Virginia 

19 

North  Central 

Nebraska 

9 

North  Dakota 

2 

South  Dakota 

6 

Northwest 

Idaho 

3 

Washington 

2 

Wyoming 

1 

Midwest 

Illinois 

53 

Indiana 

10! 

Michigan 

20-25 

Ohio 

20 

West  Virginia 

10-24 

Southeast 

Alabama 

75-100 

Florida 

1693 

Georgia 

40 

Louisiana 

15-50* 

South  Carolina 

7s 

South  Central 

Louisiana 

15-50 

Oklahoma 

22 

Southwest 

Colorado 

10 

New  Mexico 

33 

1The  numbers  represent  either  census  tracts,  communities,  or  counties.  Some  numbers  include  communities 
needing  a  poverty  rate  criteria  waiver. 

2This  is  the  number  of  communities  that  have  expressed  interest  to  the  Indiana  Department  of  Commerce. 

3This  number  represents  eligible  Census  tracks  of  which  there  are  509  in  Florida. 

■"Louisiana  has  already  received  15  notices  of  intent  to  apply,  and  has  received  inquiries  from  another  50 
interested  communities. 

5This  number  represents  the  expected  number  of  applications. 
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Chairman  Range L.  Mr.  Cavender. 

STATEMENT  OF  RICHARD  CAVENDER,  TREASURER,  NATIONAL 
ASSOCIATION  OF  DEVELOPMENT  ORGANIZATIONS,  AND 
EXECUTrVE  DIRECTOR,  MERAMEC  REGIONAL  PLANNING 
COMMISSION,  ROLLA,  MO. 

Mr.  Cavender.  Thank  you,  Mr.  Chairman.  Chairman  Rangel, 
Chairman  Ford,  Representative  Neal,  I  really  appreciate  the  oppor- 
tunity to  speak  with  you  today,  and  I  am  pleased  that  you  are  in- 
terested in  making  sure  that  the  empowerment  zone/enterprise 
community  program  addresses  the  needs  of  distressed  rural  areas 
as  well  as  our  Nation's  urban  areas. 

We  applaud  the  Clinton  administration  and  Congress  for  rec- 
ognizing the  importance  of  grassroots  bottoms-up  planning.  Re- 
gional councils  or  sub-State  districts  have  been  doing  this  for  25 
years,  especially  those  that  are  serving  as  economic  development 
districts  under  the  Economic  Development  Administration.  The 
board  of  directors  of  these  councils  are  made  up  of  local  elected  offi- 
cials, local  businesspeople,  and  representatives  of  minority  groups, 
and  they  coordinate  and  develop  multicounty  economic  develop- 
ment plans. 

Rural  local  governments  usually  depend  on  these  development 
organizations  for  professional  assistance.  In  most  rural  commu- 
nities, elected  officials  are  part  time  at  best  and  they  have  limited 
professional  staff.  Rural  development  organizations  and  councils 
offer  a  host  of  services  to  meet  the  needs  of  these  local  govern- 
ments. 

For  many  years  now,  these  regional  councils  and  economic  devel- 
opment districts  have  taken  the  public  private  approach  to  eco- 
nomic development.  They  have  managed  regional  financing  pro- 
grams such  as  the  EDA  revolving  loan  program  and  the  Small 
Business  Administration's  loan  programs. 

Without  these  gap  financing  programs,  many  small  businesses  in 
rural  areas  would  have  been  denied  funds  to  pursue  their  efforts. 
The  empowerment  zone/enterprise  community  program  includes 
one-stop  capital  shops.  We  support  that  concept  and  believe  that 
regional  development  organizations  should  be  designated  to  serve 
in  that  capacity  as  most  are  already  working  with  SBA  and  operate 
CDCs. 

They  have  the  professional  staff  to  work  with  communities. 
There  is  no  need  to  create  another  entity  when  the  existing  net- 
work has  been  so  successful.  Take,  for  example,  my  organization, 
the  Meramec  Regional  Planning  Commission.  We  have  packaged 
SBA  loans  since  1982  and  RLF  loans  since  1985.  To  date,  46  loans 
totaling  nearly  $4.8  million  have  been  made  to  new  and  existing 
businesses  in  our  6-county  area.  These  loans  have  leveraged  nearly 
$8.5  million  in  private  and  other  funds  and  have  created  or  saved 
nearly  900  jobs  in  our  6  counties  alone. 

While  we  like  the  comprehensive  planning  involved  in  the 
empowerment  zone/enterprise  community  program,  we  are  dis- 
appointed that  the  eligibility  criteria  were  not  designed  with  rural 
areas  in  mind.  Census  tracts  were  used  and  these  mean  little  in 
rural  areas,  as  you  have  already  heard.  That  is  because  of  the  low 
population  density  in  rural  areas  and  because  these  rural  census 
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tracts  are  large  and  oftentimes  irregular  and  divide  small  commu- 
nities. 

In  the  Meramec  region,  we  have  two  tracts  that  have  a  35  per- 
cent poverty  level.  One  of  those  is  in  the  city  of  Rolla  which  is  our 
largest  city  and  that  tract  is  dominated  by  the  University  of  Mis- 
souri, Rolla's  dormitories,  sororities,  and  fraternities. 

On  the  other  hand,  Washington  County,  one  of  our  other  coun- 
ties, is  one  of  the  most  distressed  counties  in  the  State  of  Missouri, 
yet  it  does  not  have  any  tracts  that  meet  the  poverty  criteria.  It 
has  had  a  5-year  unemployment  rate  of  16  percent,  a  per  capita  in- 
come that  is  $3,500  below  the  State  average  and  its  poverty  rate 
by  a  census  tract  range  from  22.8  to  33.6  percent. 

What  we  have  found  in  NADO  is  that  this  is  common  across 
rural  America.  Clearly,  we  need  to  make  major  adjustments  in  the 
criteria  so  that  needy  rural  communities  can  participate.  The  waiv- 
er provision  allowed  in  the  law  is  not  sufficient  in  many  cases. 

By  using  these  criteria,  we  may  simply  be  shifting  resources  from 
one  distressed  area  to  another  and  that  is  not  really  going  to  solve 
rural  or  urban  problems. 

Resources  are  limited.  It  is  crucial  that  we  stretch  and  maximize 
what  already  exists  and  build  on  what  is  already  working.  We 
must  avoid  duplication.  We  would  like  to  suggest  as  previously 
mentioned  that  one-stop  capital  centers  should  work  with  regional 
development  organizations  and  the  President's  Community  Enter- 
prise Board  should  work  with  the  National  Rural  Development 
Partnership  which  is  already  working  to  remove  barriers  to  rural 
development  at  all  levels  of  government. 

Mr.  Chairman,  I  want  to  thank  you  for  this  opportunity  and  we 
look  forward  to  working  with  you  as  you  visit  this  program  again. 

Chairman  Rangkl.  Thank  you. 

[The  prepared  statement  and  attachment  follow:] 
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STATEMENT  OF  RICHARD  CA VENDER,  EXECUTIVE  DIRECTOR  OF  THE  MERAMEC 
REGIONAL  PLANNING  COMMISSION  IN  ROLLA,  MISSOURI  AND  TREASURER  OF  THE 
NATIONAL  ASSOCIATION  OF  DEVELOPMENT  ORGANIZATIONS  (NADO),  BEFORE  THE 
SUBCOMMITTEES  ON  SELECT  REVENUE  MEASURES  AND  HUMAN  RESOURCES  OF  THE 
COMMITTEE  ON  WAYS  AND  MEANS,  U.S.  HOUSE  OF  REPRESENTATIVES,  MARCH  22,  1994. 


Mr.  Chairman,  members  of  the  Subcommittees  on  Select  Revenue  Measures  and  Human 
Resources,  I  am  Richard  Cavender,  Executive  Director  of  the  Meramec  Regional  Planning  Commission 
(MRPC)  in  Rolla,  Missouri    I  also  serve  as  Treasurer  of  the  National  Association  of  Development 
Organizations  (NADO). 

I  would  like  to  thank  you  for  inviting  NADO  to  testify  at  today's  hearing    Our  members  are 
grateful  for  the  opportunity  to  address  the  rural  components  of  the  Empowerment  Zone  and  Enterprise 
Community  (EZ/EC)  program.  We  are  pleased  that  the  subcommittees  are  taking  an  interest  in  ensuring 
that  the  program  will  address  the  particular  needs  and  concerns  of  distressed  small  towns  and  rural 
counties,  in  addition  to  those  of  the  nation's  large  cities 

The  National  Association  of  Development  Organizations  actively  supported  the  general  outline  of 
President  Clinton's  Empowerment  Act  of  1993,  and  especially  its  bottoms-up,  locally  based  approach  to 
overall  planning  for  the  economic  and  community  development  needs  of  citizens  in  distressed  towns  and 
neighborhoods.  We  firmly  believe  that  this  is  the  best  way  to  find  comprehensive  solutions  to  local 
problems. 

NA  TIONAL  ASSOCIA  TION  OF  DEVELOPMENT  ORGANIZA  TIONS 

NADO  is  a  national  public  interest  group  founded  in  1967  to  help  professionals  and  local  elected 
officials  at  the  grassroots  level  share  information  and  ideas    The  association  is  the  leading  advocate  for  a 
regional  approach  to  economic  and  community  development  in  America's  small  cities  and  rural  areas    In 
rural  areas,  economic  conditions  and  development  needs  transcend  jurisdictional  boundaries  Strategies  and 
solutions  to  rural  distress  are  most  effective  when  implemented  at  the  substate,  multi-county  level 
Regional  development  organizations,  especially  those  that  are  economic  development  districts,  provide 
economic  and  community  development  assistance  to  local  governments  and  the  private  sector  in  rural 
areas  The  boards  of  these  regional  organizations  are  made  up  of  local  elected  officials,  local  business 
persons  and  representatives  of  minority  groups 

NADO  members  are  regional  development  organizations,  known  variously  as  economic 
development  districts,  councils  of  governments,  area  development  districts,  regional  councils,  and  the  like 
(Attached  to  this  testimony  is  a  copy  of  the  Economic  Development  Digest,  which  is  published  by  the 
NADO  Research  Foundation,  that  explains  regional  development  organizations,  their  role  in  rural  America 
and  contains  a  map  of  development  districts  )  Regional  development  organizations  draft  long-term 
strategic  economic  development  plans,  provide  a  wide  range  of  technical  assistance,  and  usually  offer  small 
business  financing    The  Economic  Development  Administration  (EDA)  supports  regional  development 
efforts  by  requiring  all  economic  development  districts  to  develop  and  implement  overall  economic 
development  programs  (OEDPs). 

THE  MERAMEC  REGION 

The  Meramec  Regional  Planning  Commission  was  formed  in  1969  and  serves  six  counties  -- 
Crawford,  Dent,  Gasconade,  Maries,  Phelps  and  Washington  —  and  23  cities  in  south  central  Missouri 
The  six  counties  range  in  population  from  7,900  to  35,000  and  cities  range  from  160  to  14,000    The  total 
population  for  the  region  is  1 10,485    Most  of  the  elected  county  and  city  officials  serve  pan  time    Of  the 
23  cities  in  the  region,  only  four  have  city  managers    Most  city  governments  have  limited  staff  and  some 
city  halls  are  only  open  part  of  the  time    MRPC  was  designated  as  an  economic  development  distnct  by 
the  EDA  in  1975  to  aid  those  counties  and  cities  that  do  not  have  the  resources  for  professional  staffs 
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Instead  MRPC  staff  provides  professional  services  to  the  six  counties,  23  cities  and  other  quasi- 
governmental  units  including  a  solid  waste  district,  local  emergency  planning  committee,  a  multi-county 
state  enterprise  zone  and  two  separate  business  loan  boards. 

The  region's  poverty  rate  is  approximately  20  percent.  Our  unemployment  rate  is  about  7.7 
percent,  which  is  above  the  state  average    Washington  County's  unemployment  rate  is  typically  one  of  the 
highest  in  the  state    The  per  capita  income  for  the  region  is  $9,450,  compared  to  the  state  level  of 
$12,989 

REGIONAL  DEVELOPMENT  ORGANIZA  TIONS'  ROLE  IN  RURAL  AMERICA 

Rural  local  governments  depend  on  regional  development  organizations  for  professional  assistance. 
In  most  rural  communities,  rural  elected  officials  serve  on  a  part-time  basis  and  have  little  or  no  staff   Our 
commisr     l  supports  the  efforts  of  local  elected  officials  and  serves  as  a  professional  staff  for  those 
localities      :king  expertise  in  certain  areas  Our  staff  serves  as  a  liaison  between  state  and  federal  agencies 
and  servts  as  a  voice  for  these  rural  communities. 

Most  multi-jurisdictional  organizations  are  also  multi-functional,  providing  a  variety  of  services 
from  job  training  and  other  social  programs  to  solid  waste  disposal  planning  —  according  to  each  region's 
needs  as  outlined  in  the  regional  development  organization's  OEDP 

Services  available  to  Meramec  local  governments  include  grant  preparation  and  administration, 
business  loans,  municipal  ordinance  codification,  feasibility  studies,  solid  waste  planning,  road  signmaking, 
comprehensive  planning,  census  information,  alcohol  traffic  offenders  program,  housing  assistance  through 
the  HOPE  home  ownership  program,  flood  mitigation,  communications  and  marketing. 

Small  businesses  often  turn  to  regional  financing  programs  to  help  leverage  private  investment  and 
ease  the  credit  gap  found  in  rural  America    For  more  than  25  years,  regional  development  organizations 
have  exemplified  the  public-private  approach  to  economic  development    Many  regional  development 
organizations  provide  capital  to  rural  entrepreneurs  and  small  businesses  that  would  be  otherwise 
unavailable.  A  majority  of  economic  development  districts  manage  EDA  revolving  loan  funds  and  other 
lending  programs  such  as  the  Rural  Development  Administration's  Intermediary  Relending  Program 

Many  development  districts  serve  as  Small  Business  Administration  (SBA)  504  Certified 
Development  Companies.  In  fact,  were  it  not  for  the  EDA  district  program,  rural  areas  would  not  have  the 
staff  capability  to  run  Certified  Development  Companies  (CDCs).  Approximately  one  half  of  all  the 
Certified  Development  Companies  were  established  by  development  districts  in  rural  areas    CDCs  leverage 
private  sector  financing  to  provide  fixed  asset  capital  to  small  businesses.  I  should  stress  that  without  these 
programs,  many  small  businesspeople  and  entrepreneurs  in  rural  areas  would  be  denied  access  to  funds  to 
startup  or  expand  small  businesses 

SBA  has  announced  their  intention  to  create  one-stop  capital  shops  as  part  of  the  EZ/EC  program. 
We  support  this  concept  but  suggest  that  regional  development  organizations  should  be  designated  as  these 
one-stop  shops  since  most  them  already  work  with  SBA  and  operate  CDCs    There  is  no  reason  to  create 
another  entity  separate  from  ongoing  small  business  financing  programs 

MRPC  began  packaging  SBA  loans  in  1982  and  established  a  revolving  loan  fund  (RLF)  with  EDA 
funding  in  1985.  To  date  46  loans  have  been  made  to  new  and  expanding  businesses  in  the  region    SBA 
and  our  RLF  have  provided  a  total  of  $4,791,000  which  has  leveraged  an  additional  $8,465,838  in  private 
and  other  funds    Nearly  900  jobs  in  the  Meramec  region  have  been  created  or  saved  through  these  two 
loan  programs 

FACTS  ABOUT  RURAL  AND  SMALL  METROPOLITAN  AMERICA 

One  in  every  four  Americans,  or  62  million  people,  live  in  rural  America    An  additional  1 5  million 
people  live  in  small  metropolitan  areas  of  under  250,000  population    These  77  million  Americans  share 
many  of  the  problems  more  commonly  associated  with  residents  of  big  cities,  such  as  poverty  and  high 
unemployment    However,  residents  of  rural  areas  and  small  cities  face  unique  obstacles  due  to  a  number  of 
factors  including  low  population  density,  small  tax  bases,  scarcity  of  capital,  shortage  of  local  leadership 
and  the  related  deficiency  of  planning  and  technical  expertise  in  small  communities 
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Rural  Americans  are  employed  in  sectors  far  more  diverse  than  farming:  only  seven  percent  of  rural 
residents  are  employed  in  agriculture,  while  29  percent  are  employed  in  service  industries  and  2 1  percent 
hold  manufacturing  jobs. 

Rural  Americans  face  a  lower  rural  per  capita  income  ($13,786)  than  the  national  average 
($17,592);  a  higher  rate  of  unemployment  (8  5  percent)  than  the  national  average  (7  6  percent);  a  greater 
poverty  rate  (16  8  percent)  than  the  national  average  (12  4  percent),  as  well  as  a  higher  rate  of  students 
dropping  out  of  high  school  (30  8  percent)  than  the  national  average  (23  5  percent)    Again,  in  our  region 
these  figures  are  much  worse. 

With  federal  and  state  cutbacks  moving  our  intergovernmental  partnership  into  an 
intergovernmental  system  of  mandates,  rural  local  governments  increasingly  rely  on  regional  organizations 
for  answers  to  their  development  needs    Indeed,  regionalization  encompasses  long-term  development 
planning,  local  government  services,  economic  development  activities,  and  environmental  management,  all 
of  which  are  included  in  elements  of  regional  development  organizations'  OEDP.  Across  the  country, 
regional  development  organizations  are  the  catalysts  for  strategic  planning  in  rural  America    We  view 
economic  development  broadly,  including  small  business  development  and  traditional  infrastructure 
construction,  but  also  in  non-traditional  areas  such  as  telecommunications,  health  care,  job  training,  day 
care  and  education.  Providing  technical  assistance  to  local  governments  and  the  private  sector,  regional 
development  organizations  respond  to  the  needs  that  are  identified  at  the  local  level,  by  local  people 

EMPOWERMENT  ACT  OF  1993 

We  particularly  congratulate  the  Congress  and  the  administration  for  recognizing  that 
comprehensive  solutions  to  address  local  needs  are  best  met  through  planning  at  the  grassroots  level 
NADO  members  were  pleased  that  the  Empowerment  Act  recognizes  that  "conventional"  enterprise  zone 
tax  incentives  were  not  enough,  particularly  in  small  metropolitan  and  rural  areas  where  tax  rates  are 
usually  lower    What  most  of  these  communities  lack  is  basic  infrastructure  and  professional  skills  that  are 
essential  for  job  creation  and  economic  development 

By  using  traditional  methods  as  a  foundation  and  building  on  them  the  administration  has  crafted  an 
exciting  new  proposal  that  will  help  designated  rural  and  urban  communities  meet  their  economic  and 
community  development  goals.  Inclusion  of  provisions  for  meeting  human  and  community  needs  such  as 
education  and  job  training,  day  care,  housing,  and  community  policing  will  provide  residents  with  the  tools 
necessary  to  create  and  maintain  healthy  communities 

In  our  view,  the  keystone  of  the  administration's  program  is  the  requirement  for  a  locally 
developed  comprehensive  strategy  that  meets  "economic,  human,  and  physical  development"  needs 
Federal  programs  should  be  designed  to  meet  locally  identified  needs  rather  than  forcing  local  problems  to 
conform  to  rigid  eligibility  requirements    With  adequate  assistance  from  the  federal  government,  targeted 
at  the  grassroots  level  as  part  of  a  comprehensive  plan,  loca.  governments  can  make  better  use  of  limited 
resources. 

While  we  are  pleased  that  a  comprehensive  approach  and  plan  are  required,  our  members'  are 
disappointed  that  the  eligibility  criteria  were  not  drawn  for  .ural  areas    Census  tracts  were  used  and  these 
mean  little  in  rural  areas.  Because  of  the  low  population  density  rural  census  tracts  are  very  large,  and  their 
irregular  shapes  often  divide  small  communities 

For  example,  in  our  six  county  region,  we  only  have  two  census  tracts  that  have  a  35  percent 
poverty  rate  or  more    One  of  these  tracts  in  the  City  of  Rolla  has  a  36  4  percent  poverty  rate  and  meets  the 
criteria    This  tract  is  dominated  by  the  University  of  Missouri-Rolla,  its  dormitories,  fraternities  and 
sororities  —  surely  not  the  kind  of  areas  Congress  had  in  mind  for  this  program 

Our  most  impoverished  county,  Washington,  has  a  per  capita  income  of  $9,450  which  is  $3,500 
under  the  state  average    The  county  currently  has  a  13  9  percent  unemployment  rate,  the  fifth  highest  in 
the  state    It  has  a  five-year  unemployment  rate  of  16  percent    The  poverty  rate  by  census  tracts  ranges 
from  22  8  percent  to  33  6  percent.  This  county  does  not  meet  the  EZ/EC  criteria  but  it  is  truly  one  of  the 
most  distressed  counties  in  Missouri 
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We  have  heard  from  many  NADO  members  who  have  encountered  similar  problems    Rural  census 
tracts  often  include  large  areas  of  state  and  federal  lands  or  Indian  reservations  that  are  not  eligible  Clearly 
we  need  to  make  major  adjustments  in  the  criteria  so  that  needy  rural  communities  can  participate    The 
waiver  provisions  allowing  the  Secretary  of  Agriculture  to  make  some  adjustments  are  not  sufficient 

NADO  and  our  members  throughout  the  country  want  the  program  to  succeed,  and  we  hope  that 
there  will  be  a  second  round  with  modified  criteria  so  that  communities  needing  and  deserving  assistance 
will  be  eligible    We  are  concerned  about  what  appears  to  be  a  haphazard  way  of  distributing  resources 
based  on  these  criteria.  By  using  this  criteria  we  may  simply  be  shifting  resources  from  one  distressed  area 
to  another.  That  really  will  not  help  solve  rural  or  urban  problems 

We  are  also  concerned  about  the  amount  and  flexibility  of  federal  funding  for  rural  zones  and 
communities.  For  example,  under  the  program  an  urban  empowerment  zone  or  enterprise  community 
would  develop  a  comprehensive  plan  to  use  existing  federal  funds  earmarked  for  that  particular  jurisdiction 
such  as  the  Community  Development  Block  Grant    However,  rural  communities  do  not  have  federal  funds 
earmarked  specifically  for  them  but  rather  receive  much  of  their  funding  passed-through  states 

NADO  does  not  think  that  zones  should  be  based  on  size  so  much  as  capacity  and  opportunity 
For  many  reasons,  a  region  of  one  geographic  size  might  be  far  better  equipped  than  a  region  much  larger 
Distress  factors  in  rural  areas  can  differ  from  those  in  urban,  and  requirements  for  rural  zones  and 
communities  should  reflect  this    For  example,  outmigration  is  especially  destructive  to  many  rural 
communities  and  should  be  taken  into  consideration    Also,  many  rural  Americans  face  under-employment, 
or  working  on  jobs  paying  wages  below  what  an  individual  should  receive,  rather  than  unemployment 
These  too  should  be  included  as  rural  distress  factors 

Resources  —  whether  they  be  local,  state  or  federal  —  are  limited,  and  it's  crucial  that  we  make  the 
most  of  what  already  exists  and  build  on  what  is  already  available.  We  do  not  have  rural  structures  in  place 
to  do  everything,  however,  we  should  make  every  effort  to  tie  into  what  exists  and  what's  working  We 
must  avoid  duplication  and  overlapping  at  all  costs  and  make  sure  efforts  are  coordinated  at  the  local  and 
substate  regional  level.  We  understand  that  the  Department  of  Agriculture  will  be  issuing  a  directive  soon 
making  clear  that  the  planning  process  should  include  much  more  than  the  specific  zone  or  community  It 
is  imperative  that  we  get  people  to  collaborate  within  and  outside  the  designated  zone  or  community  if  we 
are  to  succeed.  Isolation  of  the  poor  is  one  of  the  major  obstacles  we  must  overcome 

Not  only  should  EZ/EC  programs  be  coordinated  at  the  local  level,  we  urge  that  efforts  be 
coordinated  at  the  federal  level.  For  example,  NADO  urges  that  the  President's  Community  Enterprise 
Board  to  work  with  the  National  Rural  Development  Council,  which  provides  a  forum  for  federal  agencies 
as  well  as  private  and  public  interest  groups  to  work  together  on  rural  issues  at  the  national  level    The 
National  Council  has  helped  establish  State  Rural  Development  Councils  in  37  states 

NADO  members  are  encouraged  by  the  willingness  of  the  federal  government  to  waive  burdensome 
regulations  whenever  possible  in  zones  and  communities    According  to  the  application  booklet,  the 
Federal  government  [wants  to]  "work  with  you  to  make  our  program  responsive  to  your  plan  "  If  the 
federal  government  can  waive  burdensome  regulations  for  EZs/ECs,  why  can't  we  carry  that  over  to  other 
federal  initiatives  such  as  the  National  Rural  Development  Partnership  and  allow  that  group  the  same 
flexibility  to  eliminate  regulatory  barriers 

We  have  two  recommendations  about  funding  for  zones  and  communities    First,  we  are  concerned 
that  the  "eligible  but  undesignated  provision"  will  siphon  already  limited  federal  resources  for  rural 
programs  from  other  deserving  but  ineligible  communities    We  all  know  that  there  will  be  more  than  33 
distressed  zones  and  communities  which  need  federal  assistance    There  is  already  a  scarcity  of  funds  for 
rural  economic  and  community  development  and  not  all  federal  aid  should  go  to  33  rural  places 

Second,  we  do  think  that  planning  and  administrative  funds  should  be  made  available  for  the 
designated  rural  EZs/ECs  to  help  manage  the  program  for  the  full  10  year  life  span    These  funds  will  be 
crucial  to  the  program's  capacity  to  make  long  term  change    NADO  has  long  sought  funding  for  rural 
planning  and  technical  assistance,  and  we  are  pleased  to  see  the  U  S  Department  of  Agriculture  has 
requested  $5  million  for  such  a  program  in  1995 

Mr  Chairman,  we  thank  you  for  the  opportunity  to  address  these  issues  The  members  of  NADO 
look  forward  to  continuing  to  work  with  you  as  this  program  develops  And  would  be  glad  to  work  with 
your  staff  to  design  a  more  effective  rural  program  We  appreciate  the  subcommittee's  support  and  your 
efforts  to  address  and  respond  to  the  particular  needs  and  concerns  of  rural  Americans  across  the  country 
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According  to  "An  Etiquette  for 
the  1990s  Regional  Council"  by 
Patricia  S.  Atkins  and  Laura 
Wilson-Gentry,  substate  regional 
organizations  look  and  act 
differently  than  they  did  in  past 
decades.   Known  by  a  variety  of 
names  (see  above  examples), 
regional  councils  are  substate, 
multicounry  planning  and 
development  organizations  that 
provide  an  array  of  services.  The 
authors  identify  over  500  of 
these  regional  organizations  in 
the  US. 

Most  regional  councils  were 
created  between  1965  and  1975. 
At  that  time,  regional  councils 
served  primarily  as  comprehen- 
sive planning  agencies.   These 
multicounty  agencies  worked 
closely  with  the  federal  govern- 
ment, which  emphasized  re- 
gional approaches  and  provided 
funding  dirough  a  large  number 


of  federal  pro- 
grams. As  the 
federal  govern- 
ment reduced 
the  number  of 
comprehensive 
federal  planning 
programs  directly 
supportive  of 
substate  region- 
alism, regional 
council  activities 
shifted  from 
federally  man- 
dated planning  to  membership 
assistance  and  services  delivery. 
The  new  regional  council  became 
market  sensitive  by  staying 
attuned  to  customer  preferences 
and  became  consumer  driven 
rather  than  provider  driven. 

In  addition  to  comprehensive 
planning,  regions  now  sponsor 
many  programs,  including 
services  for  the  poor  and  elderly, 
job  training,  small  business 
finance,  and  minority  enterprise 
programs.    Regional  councils 
have  also  developed  closer 
relationships  with  the  states 
during  the  80s. 

The  60s  &  70s 

In  the  formative  decades  for 
regional  councils,  prudence 
dictated  a  low  profile  for  the 

'Regional"  continued  on  page  7 


What  is  the  Best 
Way  to  Evaluate 
a  Program? 

Government  programs  have 
historically  been  measured  by 
how  program  mangers  conform 
to  specific  standards  or  whether 
or  not  they  have  followed  the 
correct  procedures.   Many  public 
administrators  feel  that  this 
system  of  "compliance  account- 
ability' pays  little  attention  to 
whether  the  actual  goals  of  the 
program  are  being  met. 

In  academic  circles  the  debate 
is  referred  to  as  "compliance 
accountability  versus  perfor- 
mance accountability."   Some 
public  managers  believe  the 
government  should  not  ask  did 
you  follow  the  procedure  but 
rather  'did  you  accomplish  the 
program's  goals.' 

Performance  accountability  is 
capturing  the  imagination  of 
many  in  government  as  the  best 
way  to  measure  if  a  program  is 

"Evaluate"  continued  on  page  7 
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ViewPoint 
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Editor's  Note 

tained  an  artist's  rendering 
map  of  nonmetropolitan  America 
on  page  two.   A  number  of 
readers,  including  the  Albemarle 
lission  s  Clarke  Martin  in 
ilina,  wrote  to 
tell  us  that  their  area  had 
incorrectly  identified  as  m 
map. 

'" 
Rural  America?"  but  showed 
nonmetropolitan  counties. 
Although  mosl  people  use  the 
words  "nonn 

"rural"  interchangeably,  they 
have  very  distinct  meanings. 
Nonmi  i  definition 

from  the  i  iffii  i  i  J  Management 
( )MB)  and  wa 

Rural  is  a 
definition  used  by  the  Census 
much  more 

.ample,  while  OMB 
hat  about  80  perci  i 
nass  is 

isus 
figure: 

i  iral. '   We 
apologize  for  the  confusion. 


Economic  Development  Districts... 
See  This  Month's  Centerfold  Map 


Economic  Development 
Districts  (EDDs)  are 
count)',  planning  and  develop  - 

ations  that  encour- 
age cooperation  between  i 
/ens.  local  government  officials, 
and  the  private  sector.   Origi- 
1  in  the  1960s  by 
the  Economic  Development 
Administration,  they  have  grown 
in  number  to  over  800  and  are 
located  throughout  the  US  (see 
the  map  on  pages  4  and  5). 

Local  governments,  particu- 
larly in  rural  and  small  rnel 
politan  regions,  depend  on 

ssional  assis- 
in  many  communities, 
local  electeci  officials  serve  on  a 
•  is  and  have  little  o) 
iple,  the  Mid- 
!i  immission,  an  Economic 
ipment  District  in  North 
Carolina,  serves  a  rural  five 
region.  Of  the  40  mu- 

and  only  16  have  a  part-time 


rial,  providing 

pro- 
posal 
planning,  and  small  business 

Tire  December  1992  Economic 
ipment  District  Qu 
Action  Team  Report  identified  the 
inission  of  EDI  '  -   "The 

mission  of  an  Economic  !> 
ment  Distrii  and 

address  economic  problems  and 
opportunities  through  an  overall 
economic  developnv  I 

i    pared  and  co- 
llated locally  by  a  kx 
trolled  imillk  ountv  organization, 
and  usi  od  all 

To  qualify  as  an  EDD.  a  I 

it  be  designated    ( )n  the 
tricts 
are  sho 

reen.  For 
additional  information  on  the 
EDD  program  contact  Luis  F. 
Bueso  at  (202)  482-3027. 


NADO  Research  Foundation,  the  research  and  training  arm  of  the  National  Association  of  Development  Organizations 
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Development  "Digestibles" 


Have  Inspectors    SBA  Export 
General  Been        Video  Available 
Successful? 


Have  Inspectors  General  (IG) 
been  effective  agents  in  the  fight 
against  government  waste,  fraud, 
and  abuse?  In  a  new  book 
published  by  The  Brookings 
Institution,  Monitoring  Govern- 
ment Inspectors  General  and  tlte 
Search  for  Accountability,  author 
Paul  Light  argues  that  IGs  have 
been  largely  unsuccessful.    IGs 
were  given  the  freedom  to  moni- 
tor according  to  three  very 
different  philosophies:  compli- 
ance accountability,  performance 
accountability,  and  capacity- 
based  accountability.   As  Light 
demonstrates.  IGs  became 
increasingly  oriented  toward 
compliance  accountability. 
Compliance  accountability  relies 
on  detailed  rules  and  regulations 
to  promote  conformity.  The 
author  attributes  the  shift  to  the 
fact  that  politicians,  in  both  the 
legislative  and  executive 

branches,  naturally  find  compliance  monitoring 
more  attractive.   Compliance  monitoring  pro- 
duces clear-cut  results  that  may  easily  be  used 
to  preserve  a  program's 
political  viability.    Light 
argues  that  IGs  ulti- 
mately must  fail  if  they 
continue  to  ignore  long- 
term  strategies  for 
short-term  solutions. 
He  concludes  that  "the 
IGs  have  not  done  their 
job  poorly,  but  they  may 
be  doing  the  wrong  job  - 
-  putting  too  much 
emphasis  on  compli- 
ance and  not  enough  on  performance  and 
capacity  building."  For  more  information  call 
The  Brookings  Institution  at  (202)  797- 
6000;   copies  are  $12.95. 


The  US  Small  Business 
Administration  and  the  Bank  of 
Boston  have  announced  the 
creation  of  a  new  educational 
videotape  designed  to  "help  take 
the  fear  out  of  exporting"  for  new 
exporters.  The 
35  minute 
"Basics  of 
Exporting"  video 
explains  the  nuts 
and  bolts  of  selling 
overseas  and  is 
geared  toward  the 
novice.  The  video 
provides  information 
on  selling  and  distributing. 
getting  goods  overseas,  payment 
mechanisms,  and  sources  of 
financing  and  marketing  re- 
sources.   The  "Bastes  of  Ex- 
porting" video  is  being  distrib- 
uted nationwide  by  the  SBA 
and  can  be  purchased  by 
calling  (800)  827  5722.    The 
cost  is  $30.00. 


Online  Service 
for  Rural  Areas 

HandsNet.  an  'online'  com- 
puter service  for  organizations 
promoting  economic  and  social 
change,  provides  users  with 
notices  on  federal  and  state 
public  policy  and  legislation. 
HandsNet  also  summarizes 
human  service  issues  from 
national  newspapers  and  wire 
services,  and  offers  forums  on 
various  development  and  social 
change  issues.  The  forums  put 
users  in  touch  with  other  organi- 
zations working  to  promote 
development  in  rural  America. 
Topics  discussed  include  micro- 
enterprise  and  small  business 
development,  employment  and 
job  training,  and  strategic  plan- 
ning.   Environmental  topics, 
including  solid  waste  and  waste- 
water disposal,  are  also  covered. 
In  addition,  HandsNet  provides 
electronic  data  transfer,  e-mail 
and  FAXing  services.  The  com- 
munications software  costs  $100 
and  a  one  year's  subscription  is 
$270.   For  more  information, 
call  (408)  257-4500. 


Timber  Bridges  Are  A  Viable 
Alternative  With  SLAM 

The  US  Forest  Service,  in  conjunction  with  New 
Mexico  State  University,  and  local  resource  conserva- 
tion and  development  districts  (RC&Ds)  has  devel- 
oped a  new  computer  program,  SLAM,  to  help  in  the 
design  of  timber 
bridges.   SLAM,  or 
Stress  Laminated 
Wood  Deck  Design 
program,  is  avail- 
able for  $60.00  and 
is  being  previewed 

at  a  conference  in  Las  Cruces,  NM.  The  Timber 
Bridge  and  Wood  Smicture  Conference  will  be  held 
June  8-10.  For  more  information  call  Jornada 
RC&J)  at  (505)  5261424. 


\    .        J 
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Economic  Empowerment  Act 


The  Presidents  Enterprise  Zone  Proposal 


; :  iton  Administration 
has  released  preliminary  infor- 
mation on  the  Economic  Empow- 
of  1993.    President 
Clinton  discussed  his  plan  during 
a  May  4  conference  call 
to  a  number  of  commu- 
nity leaders.  The  act 
would  create  10  em- 
powerment zones,  six 
urban,  three  rural  and 
one  Indian  reservation; 
and  100  enterprise 
communities,  65 
urban,  30  rural,  and 
five  Indian  reserva- 
tions, in  economically 
distressed  areas.  The  Economic 
Empowerment  Act  incorporates 
"traditional"  enterprise  zone  tax 
incentives  as  its. foundation.   Ii 
builds  on  this  foundation  by 
including  provisions  recognizing 
"human  and  community  needs" 
such  as  education  and  job 
training,  day  care,  housing,  and 
community  policing. 

Challenge  Grant  Process 

Empowerment  zones  and 
enterprise  communities  will  be 
designated  through  a  competi- 
tive, "challenge  grant"  process. 
To  apply,  eligible  communities 
will  be  required  to  submit  a 
comprehensive  strategic  plan 
demonstrating  how  the  commu- 
nity, private  sector,  and  local 
government  will  work  together  to 
deliver  and  use  government 
services  in  "innovative"  ways. 
President  Clinton's  overview  of 
the  plan  released  at  the  May  7 
briefing  states.  "This  proposal 
offers  local  communities  the 
incentives,  targeted  invest: 
deregulation  and  flexibility  they 
need  to  work  with  the  pri 


i  develop  comprehensive 
economic  strategies  to  generate 

is.  create  jobs,  make  their 
streets  safe,  build  community. 
'  iwer  people." 

Increased  Flexibility 

Applications  will  be 
made  to  an  Enterprise 
Board,  made  up  of  the 
various  Cabinet  level 
Set  retaries,  and  up  to 
1 1  individuals  desig- 
nated by  the  President. 
The  Board  will  serve  as 
"a  single  point  of 
contact"  to  review 
proposals,  comprehensive  strate- 
gic plans,  and  "requests  for 
assistance  and  regulatory  waivers 
for  each  local  community"  if  it 
determines  that  a  waiver  would 
further  the  goals  of  a 
community's  strategic  plan. 

Other 
Components 


In  addi- 
tion to 
enhanced 
flexfbii 
coordinate 
strategic 
plans, 
empower- 
ment zones 
and  enter- 
prise com- 
munities will 
be  eligible 
for  five  basic 
forms  of 
incentives 
and  invest- 
ments:  (1) 
capital  incentives  such  as  tax 

ii  bonds  for  investments  in 
tangible  property  in  the  zone:  (2) 


Long-term,  stable 
economic  growth  in  se- 
verely distressed  areas 
must  be  achieved 
through  a  coordinated 
plan  of  economic,  hu- 
man, and  physical 
development... Not  a 
single  dollar  will  go  out 
without  a  coordinated 
strategy 

-Bill  Clinton 


"empow    : 

as  "Resident  El 
Savings  Accounts"  for  educa- 
tion, purchase  of  a  first  home, 
or  starting  a  small  I  ■ 
employment  and  tn  lini 
credits  for  zone  i 
investments  for  entei : 
grants  and  community  polii 
(5)  "zone  priority  in' 

priority  status  when  applying 
for  federal  funds  essential  to 
their  comprehensive  economic 
development  strategy,  including 
community  development  banks. 
SBA  and  Commerce  funds  and 
technical  assistance,  and  job 

Funding 

The  ,  is  requested 

program  funds 

targeted  to 
empov.  ■ 
zones  and 
communities. 
In  addition, 
S500  million  is 
authorized  for 

nd  95 
for  "Enterprise 

and  an 
equal  amount 
for  "Commu- 
nity Policing." 
Furthermore, 
the  bui ' 
includes  S4. 1 

iver  five 
years  in  tax 

es  for 
designated 

unities, 
with  80  percent  of  thai 
coming  from  employment  and 
training  wage  tax  credits. 
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'Regional"  continued  from  page  1 

newcomers,  as  they  advanced 
from  a  position  of  non-existence 
to  virtual  coverage  of  the  United 
States.  The  60s  saw  authoriza- 
tion of  many  new  substate 
organizations  including  Eco- 
nomic Development  Disuicls 
(EDDs)  created  by  the  Economic 
I  unent  Administration  (see 
map  on  pages  4  and  5),  and 
Local  Development  Districts 
(LDDs)  created  by  the  Appala- 
chian Regional  Commission, 
both  in  1965.   By  their  peak  year 
in  1976,  669  regional  councils 
existed. 

The  70s  were  a  period  of 
further  federal  support  of  re- 
gional councils.    Significant 
federal  initiatives  in  comprehen- 
sive health  care  planning,  com- 
prehenstve  employment  training. 
comprehensive  substance  abuse 
planning,  emergency  medical 
systems  networks,  and  elderly 
care  planning  coordinator! 
stimulated  regional  council 
entrance  into  the 
health  and 
human  services 


By  the  end  of 
the  70s  there 
.were  47  federal 
programs  that 
gave  preferential 
treatment  to 
regional  councils 

■;ble 
recipients  or 
required  a 
regional  plan  or 
planning  agency 
for  receipt  of  funds. 

The  80s  &  90s 


The  low  profile,  close  federal 
partnership  pattern  was  rear- 
ranged in  the  80s  as  the  Reagan 
presidency  ushered  in  an  era  of 
public  policy  that  focused  on  the 
private,  rather  than  public 
sector.   Through  the  Omnibus 


Budget  Reconciliation  Act  of 
1981,  59  categorical  grant 
programs  were  eliminated,  and 
80  other  categorical  programs 
were  consolidated  into  nine 
block  grants.  All  of  the  block 
grants  were  state-administered. 

Remaining  programs  were 
recast  to  enlarge  state  responsi- 
bility and  autonomy,  while  the 
federal-regional  and  federal-local 
relationships  were  neglected.   In 
many  polaces  the  locus  of  re- 
gionalism began  to  shifte  to  the 
state  level. 

Some  states  maintained 
regional  councils  in  the  absence 
of  strong  federal  support  and 
gave  regional  organizations 
increased  authority  to  directly 
deliver  areawide  services  during 
the  80s. 

Atkins  and  Wilson-Gentry 
identified  five  rules  that  regional 
councils  followed  in  their  forma- 
tive years:  1)  stay  with  the  feds. 
2)  maintain  a  low  profile.  3) 
provide  comprehensive  planning 
assistance  only.  4)  don't  com- 
pete with  the 
public  sector.  5) 
and  don't 
compete  with 
the  private 
sector. 


Regional  activi- 
ties have  diversified, 
and  shifted  from  fed- 
erally  mandated 
comprehensive  plan- 
ning to  membership 
assistance  and  pro- 
fessional service  de- 
livery. 


Today, 
regional  coun- 
cils have  a  new 
set  of  rules 
according  to  the 
authors:    1)  go 
with  the  stales. 
2)  market  your 
agency.  3)  pick 
a  few  things  to  do  well,  4)  invite 
competition.  5)  and  be  innova- 
tive. 

This  article  was  based  on  a 
paper  presented  by  Patricia  S. 
Atkins  and  Laura  Wilson- 
Gentry,  at   the  1992  Regional 
Cooperation  Symposium, 
Wright  State  University, 
Dayton,  Ohio,  May  29  Si  30, 
1992. 


"Evaluate"  continued  from  page  1 

having  the  desired  effect.   Made 
popular  by  the  book  Reinventing 
Government,  performance  ac- 
countability sets  goals  or  objec- 
tives for  a  program  and  measures 
the  progress  made  toward  them. 
Instead  of  asking  if  the  correct 
paperwork  was  filled  out  In 
triplicate,  the  question  becomes: 
was  the  region's  economy  im- 
proved? 

Compliance  accountability 
relies  on  detailed  rules  and 
regulations  to  promote  confor- 
mity. Compliance  management 
assumes  people  have  to  be  told 
exactly  what  to  do  and  how  to  do 
it. 

Time  to  Perform 

The  Director  of  the  Office  of 
Management  and  Budget.  Leon 
Panetta,  has  called  performance 
accountability  "the  foundation 
for  much  of  what  we  seek  to  do, 
as  we  go  about  the  task  of 
reinventing  government." 

Not  only  is  the  concept 
gaining  popularity  within  the 
executive  branch,  but  also  with 
Congress.   Senator  William  V. 
Roth  Jr.  (R-DE)  has  introduced  a 
bill  that  would  establish  perfor- 
mance measurements  for  federal 
agencies  and  set  up  10  demon- 
stration projects  to  try  the 
concept  in  real  life  situations. 
The  bill  would  also  create  five 
pilot  projects  tying  program 
achievement  with  resources. 
'Too  often  in  Washington,  there 
is  a  tendency  to  focus  just  on 
how  a  program  is  spending  its 
money  and  whether  it  is  follow- 
ing proper  procedures  —  with 
little  concern  over  what  the 
program  is  actually  achieving," 
said  Roth.  The  bill  has  been 
endorsed  by  the  Clinton  admin- 
istration. 

(See  the  related  book  review 
on  Inspectors  General,  and 
their  effectiveness  on  page  3.) 
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Chairman  Rangel.  Mr.  Ford. 

Chairman  Ford.  Thank  you,  Mr.  Chairman.  I  am  going  to  be 
very  brief.  In  listening  to  the  testimony  of  the  panel,  I  certainly 
would  like  to  ask  if  any  of  you  worked  with  any  of  the  social  service 
agencies  to  talk  with  them  about  how  to  develop  the  human  devel- 
opment aspect  of  the  initiatives  that  you  are  making  reference  to 
in  your  testimony  today? 

Mr.  HARTZER.  I  have,  Mr.  Chairman.  The  Council  on  Aging  in 
the  State  of  Indiana  is  very  aggressive  in  terms  of  working  in  some 
of  our  more  distressed  areas,  so  the  short  answer  is,  yes.  In  fact, 
the  Indiana  Department  of  Commerce  is  trying  to  work  with  them 
to  build  day  care  centers  in  some  of  the  distressed  parts  of  our  com- 
munities. We  have  found  the  human  development  aspect  to  be  ab- 
solutely critical  to  community  development  strategies. 

The  last  thing  I  would  say  is  that  our  family  and  Social  Services 
Administration  in  the  State  of  Indiana  is  a  key  partner  in  the 
State's  approach  to  this  program. 

Chairman  Ford.  I  think  it  is  critical  that  we  bring  some  of  the 
human  development  aspects  into  some  of  the  initiatives.  And,  I  cer- 
tainly don't  want  to  see  recommendations  about  how  we  should  ap- 
proach all  of  this  that  don't  have  the  human  development  aspect 
as  a  part  of  the  initiatives. 

Mr.  Cowden.  That  is  one  of  the  advantages  of  being  able  to 
round  out  the  program  instead  of  having  it  based  solely  on  tax  in- 
centives as  it  was  for  so  many  years.  You  simply  couldn't  talk 
about  empowerment  zones  and  remain  engaged  with  past  adminis- 
trations unless  you  couched  all  of  your  comments  in  terms  of  tax 
benefits. 

Chairman  Ford.  Especially  since  your  trade  group  was  created 
in  1985.  I  guess  it  was  solely  centered  around  the  tax  incentive 
side  of  it. 

Mr.  Cowden.  I  went  back  and  looked  at  some  of  our  old  testi- 
mony and  found  that  even  from  the  beginning,  we  were  talking 
about  targeting  other  measures  in  addition  to  tax  incentives. 

You  have  to  keep  in  mind  the  context.  We  formed  our  association 
at  the  unfortunate  time  just  as  the  Reagan  administration  was 
abandoning  its  own  enterprise  zone  initiative  in  favor  of  tax  re- 
form. Suddenly,  even  the  administration  would  not  talk  about  en- 
terprise zones  because  it  wanted  to  get  the  tax  reform  bill  passed. 
So  we  had  no  choice  if  we  were  going  to  represent  the  States  and 
cities  other  than  to  say,  hey,  let's  look  at  some  other  options  here. 

Mr.  Hartzer.  Mr.  Chairman,  if  I  might  just  add,  when  the  State 
of  Indiana  created  its  empowerment  zone  program  11  years  ago, 
and  I  worked  in  city  hall  in  one  of  the  original  empowerment  zones, 
we  had  double-digit  unemployment  in  1982,  double-digit  inflation, 
and  the  primary  emphasis  was  on  economic  development.  And 
what  we  have  learned  over  11  years  of  experience  is  that  that  alone 
doesn't  work.  You  need  a  comprehensive  approach  that  includes 
significant  investment  in  the  human  infrastructure,  not  just  in  the 
physical  infrastructure  of  these  distressed  areas. 

Chairman  Ford.  Which  is  very  critical  and  very  key. 

Mr.  HARTZER.  Absolutely  critical.  And  we  are — by  law,  we  are 
forced  to  do  an  evaluation  every  year  of  our  program  and  that  is 
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what  our  evaluations  show,  that  you  need  to  have  a  comprehensive 
approach. 

Mr.  Cavender.  Mr.  Chairman,  our  National  Association  of  Devel- 
opment Organizations  has  just  received  a  grant  from  the  Ford 
Foundation  to  develop  partnerships  with  community-based  organi- 
zations and  regional  development  councils  in  part  with  the  goal  in 
mind  to  marry  up  the  economic  development  and  the  human  devel- 
opment aspects. 

And  at  the  local  level,  one  of  the  things  that  we  have  found  in 
the  past  in  rural  areas  is  that  some  programs — and  I  speak  specifi- 
cally of  the  Private  Industry  Council,  the  Job  Training  Partnership 
Act — actually  discourage  that  marrying  up  of  economic  develop- 
ment and  human  resources  programs  and  so  perhaps,  under  this 
effort,  we  will  see  a  change  in  that  direction. 

Chairman  Ford.  Thank  you  very  much.  And  thank  you,  Mr. 
Chairman. 

Chairman  Rangel.  Mr.  Neal. 

Mr.  NEAL.  Mr.  Chairman,  thank  you.  I  have  a  question  for  Mr. 
Cowden.  How  many  States  or  local  government  entities  across 
America  exercise  some  sort  of  empowerment  zone  now? 

Mr.  Cowden.  It  depends  on  how  you  define  it.  Keep  in  mind, 
when  the  States  were  doing  this,  they  could  define  enterprise  zones 
in  any  way  they  wanted  to.  They  have  a  similar,  what  we  call  an 
enterprise  zone-styled  policy  in  Arkansas  and  Louisiana  that  sim- 
ply says  that  in  any  census  tract  below  a  certain  threshold  you  can 
get  an  incentive  for  investing  there. 

We  sort  of  have  parentheses  around  those.  If  you  leave  those  out 
and  just  consider  the  other  States  that  have  more  like  a  competi- 
tive designation  system,  which  is  really  the  model  that  has  pre- 
vailed, you  are  talking  about  600  or  700  zones. 

Mr.  Neal.  How  many  would  you  deem  successful? 

Mr.  Cowden.  It  also  depends  on  how  you  define  success.  You 
know,  we  have  not  yet  seen  one  city  that  has  turned  a  blighted 
area  into  Beverly  Hills  and  perhaps  that  is  to  the  best. 

Mr.  Neal.  Are  there  more  modest  achievements  in  between? 

Mr.  Cowden.  Yes.  And  I  think  the  major  achievement  that  we 
have  had  is  learning.  There  has  been  incremental,  positive 
progress,  especially  in  the  smaller  or  medium-sized  cities,  working 
with  zones  as  deliberate,  objective-driven  kinds  of  programs  rather 
than  a  Utopian  vision  of  turning  something  into  a  gleaming  palace. 
I  think  that  is  where  we  got  off  track  with  urban  policy — in  having 
unrealistic,  idealized  goals  of  what  a  good  city  or  a  good  neighbor- 
hood should  look  like. 

I  think  this  is  one  of  the  things  that  is  good  about  empowerment 
zones.  This  kind  of  approach  allows  us  to  work  incrementally  to  set 
our  own  goals  and  objectives,  meet  our  own  benchmarks.  In  Indi- 
ana— by  the  way,  I  am  not  saying  this  iust  because  Craig  is  here, 
but  because  we  have  heard  it  from  a  lot  of  Members  from  Indi- 
ana— they  are  one  of  the  States  in  which  a  lot  of  this  kind  of  gen- 
eral progress  has  been  made. 

Mr.  Hartzer.  We  feel  that  the  Indiana  program  has  been  suc- 
cessful, again,  depending  on  how  you  measure  success.  There  are 
19  empowerment  zones  in  the  State  of  Indiana.  We  just  conducted 
a  10-year  evaluation  of  the  six  original  zones  to  see  if  they  met 
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their  goals  and  objectives  in  terms  of  job  creation,  capital  invest- 
ment, and  investment  in  the  human  infrastructure. 

And  our  General  Assembly  overwhelmingly  reopened  the  six 
original  zones  for  another  5-year  demonstration  period,  which  we 
are  very  proud  of.  One  thing  I  want  to  emphasize,  is  that 
empowerment  zones  are  not  a  panacea.  They  are  only  one  other 
arrow  in  our  quiver  for  trying  to  address  distress  in  some  of  our 
communities  in  the  State  of  Indiana. 

Mr.  Neal.  I  also  assume,  while  it  is  difficult  to  measure,  there 
has  to  be  a  certain  element  of  enthusiasm  from  local  officials  to- 
ward implementation;  would  that  be  the  case? 

Mr.  Hartzer.  They  must  ask.  They  must  come  and  compete  for 
a  limited  number  of  zones.  Only  two  can  be  created  every  year,  so 
the  answer  is  yes. 

Mr.  Neal.  OK.  Thank  you,  Mr.  Chairman. 

Chairman  Ford.  Mr.  Chairman,  one  comment  about 
empowerment  zones  and  enterprise  zones.  I  want  to  make  sure  we 
distinguish  there  because  the  conversation  has  been  basically  cen- 
tered around  enterprise  zones,  and  I  don't  want  this  panel  to  leave 
without  making  a  distinction  between  them  and  empowerment 
zones,  even  though  there  are  similarities  in  certain  areas. 

When  you  talk  about  all  the  demonstrations  around  enterprise 
zones,  in  the  19  enterprise  zones  in  Indiana,  I  certainly  applaud  all 
of  that.  But  we  are  focusing  a  little  bit  beyond  that  as  well. 

Mr.  Cowden.  I  should  note  that  we  encouraged  the  administra- 
tion to  change  the  name,  even  though  I  still  have  a  lot  of  letter- 
heads that  say  "Enterprise  Zones"  on  them.  We  encouraged  the 
change  to  shift  the  emphasis  from  this  fixation  that  everybody  had 
on  the  taxation  issues. 

Chairman  Rangel.  Well,  Mr.  Hartzer  said  that  we  have  found 
that  economic  incentives  don't  work  and  I  am  surprised  that  we 
had  to  find  that  out.  It  amazes  me  how  here  in  the  Congress  we 
keep  talking  about  high  tech  and  international  competition  and  ex- 
panding trade  and  at  the  same  time  we  are  expanding  the  number 
of  people  that  are  in  jail  and  not  dealing  with  the  drug  problem 
and  not  dealing  with  the  crime  problem,  not  dealing  with  the 
health  problem. 

I  don't  see  where  there  is  anything  that  you  can  do  except  to  im- 
prove the  quality  of  the  labor  market  as  you  move  forward  to  in- 
creased technology  and  give  incentives  to  businesses,  and  for  us  to 
be  involved  in  this  as  a  laboratory  is  embarrassing  as  a  member 
of  government.  They  know  what  the  answer  is.  We  are  getting  in 
the  back  door  trying  to  show  what  works  so  that  maybe  it  would 
be  more  comfortable  for  our  colleagues  to  vote  for  something  that 
saves  moneys  rather  than  having  it  appear  as  though  they  are  try- 
ing to  help  the  poor  which,  obviously,  is  not  very  popular. 

But  it  just  seems  to  me  that  this  makes  that — that  any 
businessperson  would  want  this  to  happen  before  you  even  talk  to 
them  about  a  tax  incentive.  And  of  course,  with  all  of  the  sugges- 
tions and  recommendations,  you  know,  most  of  us  wanted  every 
area  that  had  the  poor  in  it  should  be  eligible.  What  stopped  us 
from  doing  it?  The  cost. 

And  if  you  have  ways  that  we  can  perfect  this  without  increasing 
the  cost,  which  a  lot  of  it  is  speculation,  we  would  want  to  do  it 
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if  we  had  the  time.  But  we  are  depending  on  you  to  monitor  this 
for  those  of  you  that  have  been  involved  in  this  before  we  passed 
the  law.  If  this  thing  falls  flat  on  its  face  because  of  bureaucracy's 
lack  of  understanding. 

And  I  agree  with  all  of  you  that  we  do  have  an  exciting  team  in 
the  administration  that  is  meeting  us  more  than  halfway.  I  am 
glad  to  hear  that  they  are  working  with  you.  There  is  no  reason 
why  we  can't  show  the  entire  Congress  that  this  type  of  thinking 
and  investment  makes  sense. 

Thank  you  for  being  out  there  and  creating  the  climate  that  it 
could  pass  and  we  hope  to  be  working  very,  very  closely  with  you. 
And  if  you  see  that  time  factor  is  something,  then  I  will  help  you 
to  impress  the  Congress  with  this  because  you  are  dealing  with  an 
administration  and  they  don't  want  to  go  back,  they  want  to  move 
forward.  But  we  will  see  what  is  left. 

Mr.  Cowden.  I  should  note  that  the  statute  does  allow  to  the  end 
of  calendar  year  1995  to  make  all  of  the  designations,  so  there  is 
nothing  in  the  statute  that  would  prevent  us  from  having  a  second 
round  of  designations  next  year. 

It  would  be  the  administration's  call  as  to  whether  they  want  to 
make  all  104  designations  in  calendar  year  1994  or  not.  And  I 
think  that  they  had  determined  that  they  would  this  year.  But  I 
think  that  there  may  a  shift  in  thinking  on  that. 

Chairman  Rangel.  It  can  be  best  expressed  through  Members  of 
Congress  who  understand  what  is  happening  in  their  districts. 
Thank  you.  Good  panel.  We  look  forward  to  working  with  you  in 
oversighting  this  project. 

Thank  you. 

Mr.  Cowden.  Thank  you. 

Chairman  Rangel.  Our  last  panel  is  the  American  Public  Wel- 
fare Association,  Gary  Stangler,  director;  Annie  E.  Casey  Founda- 
tion, Douglas  Nelson,  executive  director;  and  Clifford  Johnson  from 
the  Children's  Defense  Fund,  Programs  and  Policy. 

Let  me  thank  you,  Mr.  Johnson,  for  helping  me  prepare  for  last 
night's  Firing  Line. 

Mr.  Johnson.  I  am  happy  to  do  that.  I  hear  you  did  quite  well. 

Chairman  Rangel.  That  is  because  Buckley  didn't  deal  with  the 
facts  so  you  can  always  do  better. 

Mr.  Stangler. 

STATEMENT  OF  GARY  J.  STANGLER,  DIRECTOR,  MISSOURI 
DEPARTMENT  OF  SOCIAL  SERVICES,  ON  BEHALF  OF  THE 
AMERICAN  PUBLIC  WELFARE  ASSOCIATION 

Mr.  Stangler.  Thank  you,  Mr.  Chairman.  Chairman  Ford, 
Chairman  Rangel,  I  appreciate  the  opportunity  to  be  here  on  behalf 
of  the  American  Public  Welfare  Association,  my  colleagues  in  the 
49  other  States  who  administer  the  human  service  programs  of  this 
country. 

In  general,  as  you  know,  in  the  United  States,  human  services 
are  administered  at  the  State  level.  For  those  of  us  who  believe 
that  we  are  on  the  edge  of  reform  in  welfare  and  human  service 
systems,  the  themes  we  are  pursuing  are  locally  designed  solutions, 
locally  designed  systems,  community  based  services,  those  things 
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which  we  hope  mesh  very  well  with  the  whole  empowerment  zone/ 
enterprise  community  concepts. 

I  would  hope  that  Chairman  Rangel  would  concede  to  me  one 
good  point  that  Nicholas  Lehman  made  in  his  New  York  Times 
piece  at  the  end  of  the  article  where  he  noted  that  it  was  the 
strength  and  importance  of  the  social  service  system  that  was  often 
the  key  to  addressing  many  of  the  dilemmas  that  we  face.  What  we 
are  concerned  about  at  the  State  level  is  the  lack  of  clarity  of  the 
Department  of  Health  and  Human  Services'  role  in  this  whole  proc- 
ess. It  is  slightly  uncomfortable  for  us  at  the  State  level  if  the  Fed- 
eral role  is  unclear.  What  effect  does  that  lack  of  clarity  have  on 
us  at  the  State  level  human  service  departments? 

I  am  encouraged  by  Mr.  Ford's  comments  and  his  insights  on  the 
role  of  human  services  and  agree  with  him  that  the  rhetoric  is  fine 
that  we  heard  before,  but  that  we  need  to  keep  our  eye  on  the  pol- 
icy flow. 

When  all  is  said  and  done  and  these  communities  are  designated 
and  the  money  begins  to  flow,  the  reporting,  the  accountability,  the 
documentation  of  what  has  happened  will  often  rest  on  the  door- 
step of  the  State  human  service  agencies.  I  would  like  to  give  two 
brief  examples  of  what  I  mean. 

In  Saint  Louis,  which  will  be  an  EZ/EC  applicant,  we  have  a 
project  called  Caring  Communities  which  was  recently  featured  on 
a  Walter  Cronkite  documentary.  We  have  achieved  documented 
success  of  schoolkids  in  an  elementary  school.  What  it  has  taught 
us  is  that  Johnny  can  read  better  because  we  have  affected  his 
home  life.  We  have  demonstrated  these  improvements  without 
touching  the  school  directly. 

While  it  was  family  preservation  and  family  support  activities 
and  school-linked  health  care  services  that  led  to  the  school  im- 
provements and  Johnny's  ability  to  read  better  right  now,  Johnny's 
long-term  future  isn't  brightened  until  Johnny's  mom  gets  a  job 
ana  until  perhaps  his  dad  can  support  him  better  in  the  home.  So 
we  see  the  next  wave  of  school-based  services  as  being  the  eco- 
nomic revitalization,  the  whole  notion  of  the  empowerment  zones 
and  enterprise  communities. 

In  a  similar  fashion,  in  Kansas  City,  Mo.,  which  will  be  a  joint 
EZ/EC  applicant  with  Kansas  City,  Kans. — and  we  will  refer  to  as 
Kansas  City's  application — what  we  are  doing  there  is  using  waiv- 
ers granted  by  the  Department  of  Health  and  Human  Services, 
AFDC  benefits  and  a  wage  supplementation  and  wrapping  around 
the  child  care,  the  Medicaid,  and  child  support  activities  for  the 
dad  into  a  situation  of  attracting  several  employers  who  had  taken 
their  jobs  offshore. 

These  were  light  manufacturing  jobs  and  these  employers  have 
agreed  to  relocate  these  jobs  in  central  Kansas  City  in  an  effort  to 
reform  the  welfare  system  and  help  people  get  work.  What  we  are 
missing  here  at  the  Federal  level  is  the  marriage  of  our  efforts  at 
welfare  reform  with  the  economic  development  activity,  what  nor- 
mally would  be  associated  with  community  development  agencies. 
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So  on  behalf  of  my  colleagues  who  administer  State  human  and 
health  service  systems,  we  believe  we  bring  a  great  deal  to  the  EZ/ 
EC  table.  We  look  forward  to  the  role  of  human  services  in  this 
whole  venture  being  clarified  and  that  we  are  truly  partners  with 
the  communities  in  moving  this  agenda  forward. 

Thank  you  for  your  attention. 

Chairman  Ford  [presiding].  Thank  you  very  much. 

[The  prepared  statement  follows:] 


118 


STATEMENT  OF  GARY  J.  STANGLER 

DIRECTOR,  MISSOURI  DEPARTMENT  OF  SOCIAL  SERVICES 

ON  BEHALF  OF  THE  AMERICAN  PUBLIC  WELFARE  ASSOCIATION 


Chairman  Rangel,  Chairman  Ford,  and  Members  of  the  Subcommittees. 
Thank  you  for  this  opportunity  to  testify  before  you  today.  I  am  Gary  J. 
Stangler,  Director  of  the  Missouri  Department  of  Social  Services,  and  vice- 
chair  of  the  American  Public  Welfare  Association's  National  Council  of  State 
Human  Service  Administrators.  APWA  represents  the  cabinet-level  officials 
in  the  50  states  responsible  for  administering  publicly  funded  human  services 
such  as  AFDC,  food  stamps,  child  welfare  services  and  in  many  states, 
Medicaid.    APWA  also  represents  local  public  welfare  agencies,  and 
individuals  concerned  with  social  welfare  policy  and  practice.  We  appreciate 
this  and  previous  opportunities  to  come  before  you  to  testify  on  issues 
affecting  our  nation's  most  vulnerable  families  and  individuals. 

I'd  like  to  commend  you  for  your  decisive  action  in  calling  this  hearing.  By 
doing  so,  you  raise  public  awareness  of  the  Empowerment  Zone  and 
Enterprise  Community  grant  program.  The  implementation  of  this  important 
new  initiative  provides  a  ray  of  hope  for  those  working  to  develop  and 
enhance  change  at  the  community  level.  APWA  shares  the  vision  of  this 
initiative  to  help  communities  steadily  transform  themselves  from  areas 
struggling  under  the  weight  of  poverty,  joblessness,  substance  abuse  and 
dispair  into  healthy,  thriving  neighborhoods. 

We  appreciate  Congress'  swift  enactment  of  the  program  as  part  of  OBRA 
93.  We  also  appreciate  the  administration's  commitment  to  community 
empowerment,  as  witnessed  by  the  establishment  of  the  President's 
Community  Enterprise  Board,  with  Vice-President  Gore  as  its  chair.  We  are 
encouraged  by  the  breadth  of  federal  agency  leadership  and  inter-agency 
cooperation  contributing  to  the  community  empowerment  effort.  We  have 
significant  concerns,  however,  about  the  role  of  public  human  service 
agencies  in  the  EZ/EC  process. 

Meeting  the  Need 

As  the  administrators  of  state  and  local  human  service  agencies,  we 
understand  the  desperate  need  for  intensive  investment  in  the  residents, 
infrastructure,  and  economies  of  urban  and  rural  areas  facing  severe  economic 
distress.  Pervasive  poverty  devours  the  spirit  of  a  community.  In  recent 
years,  all  across  the  nation,  we've  seen  poverty  overtake  the  lives  of  millions 
of  families  and  individuals  at  a  frightening  pace,  weakening  the  spirit  and  the 
ability  of  a  community  to  care  for  its  own. 

The  American  Public  Welfare  Association  has  a  long-time  and  unwavering 
commitment  to  reducing  poverty  among  families  and  individuals  by 
promoting  self-sufficiency  and  strengthening  family  life.  Achieving  this  goal 
rests,  in  large  measure,  on  the  family's  economic  and  social  stability,  and  its 
access  to  comprehensive  human  services,  health  care,  and  quality  educational 
programs. 

EC  program  is  directed  at  the  social,  human,  and  economic 
oment  of  communities  in  crisis.  The  goals  of  the  initiative  are: 

.    to  eliminate  individual  and  family  dependency  through  economic  self- 
support  and  self-sufficiency; 
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•    to  prevent  or  remedy  neglect,  abuse,  and  exploitation  of  children  and 
vulnerable  adults  while  preserving,  rehabilitating,  or  reuniting  families. 

The  statute  (PL.  103-66)  provides  a  number  of  specific  program  options  to 
meet  these  goals,  including  drug  and  alcohol  treatment  programs  with 
comprehensive  services  for  pregnant  women  and  children;  training  and 
employment  for  disadvantaged  youth  and  adults  directly  related  to  rebuilding 
their  community's  infrastructure;  short  term  training  courses  to  promote 
individual  self-sufficiency;  and  a  variety  of  other  services  targeted  to  assist 
low-income  families  and  individuals  achieve  economic  independence. 

Since  the  enactment  of  P.L.  103-66,  APWA  has  been  apprising  its 
membership  of  the  development  of  the  zone  and  community  initiative.  We've 
published  two  analyses  on  the  EZ/EC  legislation  and  on  the  interim  final  rule. 
We've  actively  sought  a  dialogue  with  HUD  and  USDA.  Last  month  we 
initiated  a  survey  of  state  human  service  agencies  to  see  where  they  are  in  the 
nomination,  application,  and  planning  processes.  And  on  March  8,  during  a 
meeting  of  APWA's  National  Council  of  State  Human  Service  Administrators, 
we  convened  a  workshop  on  the  Empowerment  Zone  and  Enterprise 
Community  initiative  with  Ann  Rosewater,  deputy  assistant  secretary  of 
policy  and  external  affairs  for  the  Administration  for  Children  and  Families  of 
the  Department  of  HHS,  and  Paul  Weinstein,  senior  policy  analyst  for  the 
White  House  Domestic  Policy  Council. 

The  APWA  Survey 

APWA  surveyed  human  service  commissioners  in  all  50  states  and  the 
District  of  Columbia  to  obtain  a  snapshot  of  how  state  human  service 
agencies  are  participating  in  this  initiative.  The  February  25  survey  has 
brought  in  23  very  different  responses.  The  variety  of  responses  we've 
received  reflects  what  we  believe  to  be  an  uneven  understanding  by  agency 
administrators  of  what  their  agency  role  will  be.  Of  the  23  states  responding, 
16  said  their  state  had  intended  to  seek  designation  as  a  zone  or  a  community. 
Ten  of  the  16  knew  the  communities  targeted  for  nomination.  When  asked 
what  role  the  human  service  agency  would  have  in  the  EZ/EC  process,  the 
majority  stated  they  serve  on  a  state-level  committee  involved  in  the 
application  and  nomination  process.  One  agency  saw  its  role  as  simply 
"getting  the  word  out"  while  five  were  moving  ahead  to  provide  technical 
assistance  to  nominated  zones  and  communities.  Three  agencies  are  involved 
in  efforts  to  leverage  existing  service  dollars  (such  as  Title  XX)  and  to  link 
with  other  initiatives  such  as  statewide  welfare  reform.  Four  agencies  said 
their  states  were  not  involved  in  the  EZ/EC  initiative. 

Grappling  with  Mixed  Messages 

State  human  service  administrators,  who  are  legislatively  mandated  to  run 
Title  XX  services,  understand  that  under  the  EZ/EC  program,  their  agency's 
key  role  in  administering  the  Title  XX  Social  Service  Block  Grant  will  be  to 
serve  as  the  channel  through  which  the  new  flexible  Empowerment  Zone  and 
Enterprise  Community  grant  dollars  will  flow.  They  understand  that  the 
strategic  planning  process  rejects  "business  as  usual"  and  that  they  are 
expected  to  be  partners  in  the  initiative  with  the  community. 
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Still,  as  the  nomination,  application,  and  designation  process  has  developed, 
many  agency  administrators  have  received  mixed  signals  from  federal 
representatives  about  the  public  human  service  agency  role  in  the  EZ/EC 
initiative.  Our  agencies  are  eager  to  participate  in  this  important  initiative. 
Many  are  already  moving  forward  as  participants  in  very  sophisticated  local 
and  statewide  strategic  planning  processes.  Some  have  participated  for  up  to 
10  years  in  the  design  and  development  of  state  enterprise  zones.  There  is  a 
shared  concern  among  the  agency  administrators,  however,  that  the 
conflicting  messages  they  are  receiving  may  impede  their  ability  to  fully 
participate  in  the  strategic  planning  and  implementation  process. 

The  Nomination,  Application  and  Designation  Process 

The  administration's  "Guidebook  for  Community  Based  Strategic  Planning," 
states  that,  "The  success  of  Empowerment  Zones  and  Enterprise 
Communities  requires  that  effective  means  of  coordination  be  established  and 
maintained  from  the  beginning.... It  must  integrate  economic,  physical, 
environmental,  community  and  human  development.  Success  will  depend 
upon  actual  collaboration  in  which  partners  share  a  vision,  establish  common 
goals,  and  agree  to  use  their  power  to  achieve  them."  It  goes  on  to  say  that 
"isolated  approaches  have  proven  ineffective  because  the  problems  of  cities 
and  poor  families  cross  individual  program  lines." 

We  concur  with  this  definition  of  the  basis  for  success  in  the  EZ/EC  strategic 
planning  process.  We  know  earlier  federally  initiated  community  investment 
programs  have  met  with  mixed  success.  We  want  to  see  this  initiative 
succeed.  We  want  to  see  these  communities  flourish.    Nevertheless,  we 
believe  that  effective  coordination  is  critical  between  the  federal  and  state 
agencies  involved.  We  find  it  difficult  to  contemplate  successfully  leveraging 
resources  at  the  state  and  local  levels  when  there  still  does  not  appear  to  be 
such  clarity  and  coordination  at  the  federal  level  and  among  federal  and  state 
agencies.  We  have  four  key  concerns  I'd  like  to  share  with  you. 

First,  although  we  understand  that  HHS  was  an  important  participant  in  the 
development  of  the  interim  final  rule  on  the  Zones  and  Communities,  the 
department  has  no  official  role  in  the  administration  of  funds  that  will  pass 
through  Title  XX  administrative  channels. 

Second,  HUD  and  USDA,  in  their  interim  final  rules  for  EZ/EC,  do  not 
provide  clarity  on  how  many  layers  of  reporting  and  accountability  may 
develop  among  the  federal  government,  those  who  administer  the  dollars,  and 
the  local  service  providers  who  will  be  recipients  of  the  funds.  State  Title  XX 
agencies  are  concerned  that  they  have  no  way  to  gauge  the  impact  of  these 
reporting  requirements  on  their  operations.  In  addition,  legislation  is  pending 
before  Congress  that  would  require  any  EZ/EC  funds  not  committed  by 
September  30,  1994  to  revert  to  the  state  Title  XX  block  grant.  Should  this 
measure  pass  Congress,  our  agency  administrators  would  be  faced  with  an 
entirely  new  set  of  issues  around  administering  these  millions  of  dollars 
through  Title  XX. 

Third,  HUD  and  USDA  convened  a  series  of  regional  workshops  on  the 
FZ/EC  nomination,  application,  and  planning  processes  during  the  month  of 
i  ebruary.  Representatives  of  some  state  human  service  agencies  attended  the 
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workshops  in  the  hope  of  clarifying  the  role  of  human  services  in  this  new 
effort.  Some  were  simply  told  not  to  worry  about  it.  Others  raised  the 
question  of  leveraging  EZ/EC  dollars  with  existing  services  for  children  and 
families  only  to  be  told  that  the  conveners,  "hadn't  really  thought  about  it." 
We  understand  that  additional  regional  planning  meetings  will  be  held.  We 
urge  that  representatives  from  HHS  be  included  in  all  upcoming  sessions.  We 
also  strongly  urge  the  administration  to  ensure  that  all  regional  planning 
conference  representatives  share  a  vision,  establish  common  goals,  and  then 
articulate  them  clearly  to  all  participants. 

Fourth,  we  believe  greater  attention  must  be  paid  to  opportunities  to  leverage 
existing  resources  and  link  them  with  ongoing  innovative  service  delivery 
efforts.  The  new  EZ/EC  grant  money  could  be  viewed  by  federal,  state,  and 
local  planners  in  one  of  two  ways.  In  a  business  as  usual  approach, 
participants  may  continue  a  long  standing  tradition  of  state  and  local,  public 
and  private  interests  fighting  over  limited  resources.  Or  ideally,  participants 
may  view  dollars  as  a  tool  to  facilitate  major  changes  in  the  way  systems  of 
service  operate.  We  believe  that  an  important  part  of  the  strategic  planning 
process  for  zones  and  communities  is  using  these  new  funds  as  a  tool  to 
achieve  change.  A  critical  component  of  any  successful  effort  to  change  will 
be  maximizing  resources  by  leveraging  new  funds  with  community  level 
services  and  funding  streams  that  have  proven  to  be  effective.  Some  existing 
resources  to  which  EZ/EC  initiatives  could  be  linked  include: 

New  Programs 

State  human  service  agencies  are  deeply  involved  in  the  implementation  of 
the  nearly  SI  billion  Family  Preservation  and  Family  Support  Program.  The 
instruction  on  the  implementation  of  this  program  issued  by  HHS  urges  states 
to  consider  integrating  strategic  planning  efforts  for  the  two  initiatives.  Both 
initiatives  share  the  goal  of  preventing  abuse  and  neglect  and  preserving  and 
reuniting  families. 

Title  XX  SSBG  Funds 

As  you  know  our  agencies  are  already  charged  with  administering  the  Title 
XX  SSBG  funds.  While  there  is  much  discussion  around  how  communities 
may  best  use  the  new  $1  billion  of  EZ/EC  funds,  we  have  heard  nothing  from 
the  federal  agencies  on  how  they  envision  leveraging  the  new  money  with 
existing  Title  XX  funds  for  services  that  meet  the  program  options  and  goals 
identified  in  the  interim  final  rules. 

Enterprise  Communities 

From  1981  to  1992,  39  states  had  invested  in  their  own  enterprise 
communities,  resulting  in  significant  job  creation.  In  Ohio,  over  120,000  jobs 
have  been  created  at  a  cost  of  $13  million.  Illinois  has  created  over  260,000 
jobs  at  a  cost  of  $5.6  million.  We're  interested  in  understanding  how  HUD 
and  USDA  see  local  communities  leveraging  the  new  zone  and  community 
dollars  with  the  successful  enterprise  zone  job  initiatives  that  exist  in  many 
states. 

Conclusion 

State  human  service  administrations  must  be  vital  participants  in  the  EZ/EC 
initiative.  While  the  agencies  may  be  a  natural  conduit  for  EZ/EC  funds,  they 
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are  also  a  source  of  services  that  may  be  helpful  to  designated  communities 
seeking  information  on  leadership  development,  technical  assistance,  and 
capacity  building  techniques.  Most  importantly,  if  this  initiative  is  truly  about 
new,  more  effective  ways  to  tackle  entrenched  problems  surrounding 
communities  in  poverty,  the  public  human  services  must  be  viewed  as  a 
partner  by  HUD  and  USDA.  We  would  be  greatly  interested  in  knowing  how 
HUD,  USDA  and  HHS  intend  to  maximize  the  resources  our  agencies  have  to 
offer.  These  agencies  will  benefit  from  an  active  outreach  to  state  human 
service  agencies  as  they  begin  to  consider,  designate,  and  administer  plans 
that  will  target  the  goals  of  the  EZ/EC  initiative.  We  stand  ready  and  willing 
to  be  active,  supportive  partners  in  the  implementation  of  Empowerment 
Zones  and  Enterprise  Communities. 
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Chairman  Ford.  Mr.  Nelson. 

STATEMENT  OF  DOUGLAS  W.  NELSON,  EXECUTIVE  DIRECTOR, 
ANNIE  E.  CASEY  FOUNDATION 

Mr.  Nelson.  Thank  you,  Chairman  Ford,  Mr.  Neal.  I  appreciate 
this  opportunity  to  speak  with  you.  I  am  going  to  depart  from  any 
prepared  remarks  and  just  use  the  time  that  you  have  allowed  me 
to 

Chairman  Ford.  Your  full  text  will  be  made  part  of  the  record. 

Mr.  Nelson  [continuing].  To  emphasize,  if  I  could,  one  hope  and 
that  hope  is  that  the  Congress  and  the  administration  will  embrace 
and  define  this  initiative  as  an  opportunity  to  strengthen  and  de- 
centralize human  services  down  to  a  community  level.  I  want  to 
single  out  and  emphasize  human  services  decentralization  not  be- 
cause I  think  it  is  more  important  than  jobs  or  economic  develop- 
ment for  distressed  communities,  but  because  I  believe  it  is  insepa- 
rable from  the  meaningful  achievement  of  those  goals.  Let  me 
make  three  very  quick  arguments  on  behalf  of  a  greater  emphasis 
than  has  heretofore  been  given  to  this  opportunity  for  human  serv- 
ices reform. 

First,  the  communities  that  we  hope  to  help  in  this  initiative 
need  better  schools,  youth  development  programs,  public  safety  ini- 
tiatives, employment  and  training  services,  day  care  and  family 
supports.  They  need  quality  services  of  this  kind  if  their  residents 
are  going  to  be  able  to  take  full  advantage  of  the  new  jobs  and  op- 
portunities we  hope  to  create  through  the  empowerment  zone/en- 
terprise community  designation. 

This,  I  think,  has  not  been  sufficiently  emphasized  in  the  com- 
munication with  States,  localities,  and  candidate  communities. 

Second — and  I  want  to  stress  this  as  much  as  I  can — a  decentral- 
ized human  services  system  which  employs  neighborhood  residents 
and  uses  neighborhood  institutions  will  itself  create  jobs  and  oppor- 
tunities for  these  neighborhoods. 

We  now  spend  in  the  neighborhoods  that  qualify  for  this  initia- 
tive literally  scores  of  millions  of  dollars  each  year  to  address  their 
social  and  human  needs. 

Most  of  these  millions  and  millions  of  dollars  go  to  workers,  pro- 
fessionals, and  providers  who  live  someplace  else.  Much  of  the  work 
that  is  and  should  be  done  for  these  communities  could  well  be 
done  by  the  residents  of  those  communities.  This,  in  other  words, 
is  an  economic  development  opportunity.  It  marries  human  services 
reform  with  economic  development.  Unfortunately,  this  strategy 
has  been  understated  in  the  public  discussion  of  this  initiative  to 
date. 

Finally,  I  think  that  decentralized  community  human  services 
deserve  to  be  emphasized  not  only  because  of  the  economic  benefit 
to  poor  communities,  but  also  because  such  services  just  plain  work 
better.  I  am  not  alone  in  this  conclusion.  Almost  everybody  who  has 
studied  mainstream  human  services  in  the  last  5  years  has  come 
to  the  conclusion  that  the  programs  and  services  which  work  best 
are  those  that  are  accessible,  flexible,  coordinated,  respectful,  and 
of  the  culture  of  the  people  they  serve. 

We  are  not  going  to  build  effective  human  services — with  those 
kinds   of  attributes — until   more   of  our  mainstream    systems   are 
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planned,  staffed,  managed  and  delivered  at  the  neighborhood  level. 
The  empowerment  zone/enterprise  community  initiative  can  be  an 
enormous  opportunity  for  the  Nation  to  learn  how  to  spend  its  bil- 
lions of  human  service  dollars  more  effectively  by  learning  how  to 
decentralize  them. 

In  summary,  I  am  asking  that  the  human  services  reform  compo- 
nent of  this  initiative  not  be  understood  as  merely  complementary 
to  economic  development,  but  rather  as  integral  to  and  inseparable 
from  the  other  more  salient  goals  of  this  initiative.  I  think  what 
that  requires  is  more  consistent  coherent  and  visible  emphasis  on 
this  theme  in  the  communication  between  the  administration, 
States,  localities  and  candidate  communities.  I  think  it  means,  as 
Gary  has  suggested,  a  much  more  explicit  role  for  States  in  the 
planning  and  implementation  of  the  empowerment  zone/enterprise 
community  initiative. 

The  State  governments  are  the  ones  that  control  most  of  the  re- 
sources and  decisionmaking  in  human  services.  They  ought  not  be 
a  passthrough  in  this  process.  They  ought  to  be  partners  in  learn- 
ing how  to  refashion  and  reconfigure  services  at  a  more  community 
level. 

Finally,  I  hope  that  there  is  in  the  final  stages  of  planning  and 
implementation  a  greater  outreach  to  organizations,  individuals, 
and  agencies  who  are  committed  to  making  human  services  reform 
a  contributor  to  community  empowerment  and  renewal. 

Thank  you,  Mr.  Chairman. 

Chairman  Ford.  Thank  you  very  much. 

[The  prepared  statement  follows:J 
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STATEMENT  OF  DOUGLAS  W.  NELSON 

EXECUTIVE  DIRECTOR 

THE  ANNIE  E.  CASEY  FOUNDATION 


Chairman  Rangel,  Chairman  Ford,  and  members  of  the  subcommittees,  my  name  is 
Douglas  W.  Nelson.    I  am  the  Executive  Director  of  the  Annie  E.  Casey  Foundation, 
a  private  philanthropy  that  focuses  its  grant  making  on  improving  life  outcomes  for 
disadvantaged  children  and  families.   Thank  you  for  the  opportunity  to  present 
testimony  on  the  implementation  of  the  Empowerment  Zone  and  Enterprise 
Community  legislation  enacted  last  August. 

I  share  the  view  of  many  who  have  and  will  present  testimony  that  this  federal 
initiative  to  help  revitalize  distressed  communities  is  clearly  a  worthy  one.   The 
targeting  of  new  resources  to  low-income  communities  is  overdue,  as  is  the 
attempt  to  stimulate  capital  formation  and  to  encourage  enterprise  and  jobs. 

In  my  remarks  today,  however,  I  would  like  to  focus  on  an  enormously  significant 
but  less  obvious  goal  --  one  that  is  implicit  in  the  Empowerment  Zone  initiative  but 
has  not  yet  received  the  priority  it  deserves.   Stated  plainly,  I'm  talking  about  the 
opportunity,  indeed  the  imperative,  to  use  this  initiative  to  reorganize  and  refashion 
the  ways  we  educate,  support,  serve,  and  protect  the  children  and  families  who 
live  in  our  most  distressed  communities. 

More  specifically,  I'm  advocating  that  prospective  Empowerment  Zones  and 
Enterprise  Communities  be  expressly  encouraged  to  plan  for  and  experiment  with 
more  locally  controlled  services,  supports,  and  schools  --  ones  that  more  fully  use 
neighborhood  institutions  and  neighborhood  residents  to  meet  the  education,  child 
care,  family  support,  child  welfare,  recreation,  outreach,  health,  and  training  needs 
of  the  surrounding  community.    I  emphasize  this  human  service  reform  theme,  not 
because  it  is  more  important  than  job  growth  or  business  expansion  or  community 
development,  but  because  it  is  essential  to  and  inseparable  from  these  other  more 
salient  Empowerment  Zone  goals. 

Let  me  briefly  offer  three  arguments  on  behalf  of  the  importance  of  major  social 
service  reform  as  an  essential  element  of  meeting  Empowerment  Zone  objectives. 

The  first  is  quite  straightforward.    If  the  residents  of  our  poorest  communities  are 
going  to  be  able  to  take  advantage  of  the  job  and  business  opportunities  we  hope 
to  generate  over  the  next  decade,  they  will  need  relevant  preparation  and  supports. 
Schools  that  really  teach,  youth  development  programs  that  inspire  hope  and 
aspiration,  day  care  and  family  supports  that  permit  parents  to  work  and  earn, 
flexible  crisis  services  that  preserve  families  --  the  quality  and  availability  of  all  of 
these  supports  will  determine  just  how  ready  and  able  the  residents  of  these 
communities  will  be  to  respond  to  new  opportunities  for  self-sufficiency.    And  as 
you  know,  many  of  the  communities  we  seek  to  help  through  this  initiative  do  not 
now  have  the  kind  or  quality  of  support  services  and  programs  I  just  described. 

The  second  point  I'd  like  to  offer  is  that  a  commitment  to  decentralize  and 
concentrate  human  service  activities  at  a  neighborhood  level  would,  in  and  of 
itself,  have  important  and  immediate  economic,  employment,  and  morale 
implications  for  the  residents  of  poor  communities.    Every  year,  tens  of  millions  of 
federal,  state,  and  local  dollars  are  spent  on  behalf  of  people  in  a  typical  poor 
community.   These  millions  and  millions  are  spent  for  foster  care,  protective 
services,  health  education,  eligibility  determination,  recreation,  schools, 
delinquency  services,  drug  treatment,  counseling,  housing  maintenance,  and  the 
like. 

What's  important  to  note  is  that  almost  every  dollar  of  these  investments  go  to 
counselors,  foster  parents,  outreach  workers,  teachers,  probation  officers,  clerks, 
planners,  managers,  landlords,  contractors  and  administrators  who  live  someplace 
else.   So  the  second  time  these  dollars  are  spent,  they  are  spent  somewhere  else. 

We  are  used  to  decrying  the  negative  consequences  on  community  life  of  absentee 
landlords  and  absentee  merchants,  but  we  have  been  surprisingly  silent  about  the 
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absentee  human  service  system  that  has  grown  up  around  the  needs  of  virtually 
every  poor  community  in  the  country.    If,  as  part  of  the  Empowerment  Zone 
initiative,  we  encouraged  a  planned  move  toward  services  that  employed  more 
community  people  and  relied  a  little  more  on  neighborhood  businesses  -•  even  If  If 
were  only  a  fraction  of  the  total  current  human  service  effort  --  the  result  would  be 
a  significant  expansion  in  jobs,  earnings,  and  opportunities  available  to  the 
communities  that  need  them  most. 

The  fact  of  the  matter  is  that  our  poor  communities,  urban  and  rural,  contain  men 
and  women  who  can  teach,  provide  day  care,  raise  foster  children,  counsel  youth, 
keep  records,  build  playgrounds,  determine  eligibility  for  benefits,  support  young 
parents,  manage  budgets,  and  administer  programs.  The  Empowerment  Zone 
initiative  ought  to  include  an  expectation  that  at  least  some  existing  human  service 
expenditures  as  well  as  the  new  social  services  block  grant  be  used  to  put  these 
community  resources  to  work. 

Of  course,  the  ultimate  rationale  for  decentralizing  more  of  our  human  services 
down  to  a  community  level  is  not  merely  its  positive  economic  benefits.    In  fact, 
probably  the  most  compelling  argument  is  simply  that  such  services  would  work 
better. 

Over  the  last  five  or  ten  years,  virtually  all  analysts  of  human  services  have  come 
to  remarkably  similar  conclusions  about  what  kind  of  interventions  and  supports 
work  best.   They  tell  us  that  programs  and  services  really  work,  really  change  lives 
for  the  better  when  they  are  less  formal  and  more  flexible,  when  they  are 
accessible,  when  they  are  coordinated,  when  they  are  respectful,  when  they  are  of 
the  culture  of  those  they  touch,  and  when  they  fit  the  changing  strengths  and 
circumstances  of  those  they  serve. 

I  am  convinced  that  we  will  not  have  services  with  these  critical  attributes  until 
more  of  them  are  planned,  delivered,  staffed,  and  managed  at  the  community  level. 
The  Empowerment  Zone/Enterprise  Community  initiative  is  an  extraordinary 
opportunity  to  move  in  that  direction.  The  federal  government  ought  to  encourage 
states  and  localities  to  make  the  most  of  it. 

For  all  of  the  reasons  that  I  have  just  touched  on,  I'm  here  this  morning  to 
encourage  a  heavier  emphasis  on  the  pivotal  role  that  human  services  reform  must 
play  in  realizing  the  most  important  goals  envisioned  in  the 
Empowerment/Enterprise  initiative.   Toward  that  end,  I  would  like  to  leave  the 
subcommittees  with  three  recommendations  for  the  implementation  of  this 
initiative. 

First,  I  think  federal  government  should  greatly  increase  the  visibility  and  priority  It 
gives  to  the  potential  and  value  of  community-based  human  service  reform  in  its 
efforts  to  communicate  the  intent  of  Empowerment/Enterprise  initiative  to  states, 
local  governments,  and  candidate  communities.    Although  touched  upon  in  the 
existing  guideline  and  application  materials,  the  overall  treatment  of  human  service 
and  human  development  options  and  objectives  is  thin,  fragmented,  and  marginal. 

More  should  be  said  about  the  service  and  support  dimension  of  the  initiative;  It 
should  be  expressed  as  a  central  expectation  of  the  planning  that  occurs  with 
candidate  communities;  and  it  should  be  communicated  promptly.    Perhaps  the 
Department  of  Health  and  Human  Services,  which  has  demonstrated  a  sensitivity 
for  human  service  reform  themes  in  other  recent  initiatives,  needs  to  be  much  more 
prominent  in  stressing  that  perspective  within  this  multi-departmental  effort. 

Secondly,  I  would  urge  the  federal  government  not  to  underestimate  the  role  of 
states  in  contributing  to  the  ultimate  success  of  this  initiative.    It  is,  of  course,  an 
initiative  about  and  for  communities.    But,  as  I  have  tried  to  argue  this  morning, 
real  progress  in  our  poorest  communities  will  require  innovative  changes  in  how 
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human  service  systems  are  governed  and  how  their  resources  are  expended. 

To  a  considerable  extent  states  now  control  those  systems  and  resources.  They 
should  not  be  seen  as  a  bystander  or  pass-through  vehicle  for  this  federal  initiative. 
Instead,  states  should  be  encouraged  and  expected  to  become  partners  with  cities 
and  zones  in  developing  more  neighborhood-based,  community-managed  models  of 
human  services  delivery.   To  date,  I  think  that  the  role  of  state  government  has  not 
been  described  with  the  clarity  or  centrality  that  it  warrants, 

Finally,  I  would  hope  that  as  the  federal  government  seeks  out  the  technical 
assistance,  expertise,  and  partners  It  will  need  to  support  the  planning  and 
Implementation  of  this  initiative  in  some  100  places  around  the  country,  it  will 
reach  out  to  individuals,  organizations,  agencies,  and  foundations  experienced  in 
and  committed  to  making  human  services  an  active  contributor  to  community 
renewal,  empowerment,  and  development. 

Thank  you. 
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Chairman  Ford.  Mr.  Johnson. 

STATEMENT  OF  CLIFFORD  M.  JOHNSON,  DIRECTOR, 
PROGRAMS  AND  POLICY,  CHILDRENS  DEFENSE  FUND 

Mr.  Johnson.  Thank  you,  Mr.  Chairman,  and  Mr.  Neal.  We  ap- 
preciate the  opportunity  to  testify  today  and  would  like  to  take  the 
opportunity  in  particular  to  thank  you,  Mr.  Chairman,  for  all  your 
leadership  on  behalf  of  children  and  families.  We  greatly  appreciate 
and  look  forward  to  continuing  to  working  with  you. 

Chairman  Ford.  Thank  you. 

Mr.  Johnson.  In  our  view,  the  new  empowerment  zone  legisla- 
tion offers  an  important  opportunity  for  us  as  a  Nation  to  reclaim 
poor  neighborhoods  across  the  land,  neighborhoods  that  millions  of 
children  now  call  home.  CDF  believes  that  the  futures  of  our  com- 
munities, our  families,  and  our  children  are  inextricably  linked. 
Strong  communities  build  strong  families  which  in  turn  build 
strong  children,  but  strong  families  also  are  needed  to  revitalize 
and  strengthen  communities. 

For  this  reason,  I  want  to  use  my  time  today  to  reinforce  the  crit- 
ical importance  of  the  empowerment  zone  legislation  as  a  catalyst 
for  efforts  to  support  our  young  people  and  their  families.  Unless 
we  rebuild  our  human  infrastructure  in  poor  neighborhoods  our  ef- 
forts to  rebuild  and  revitalize  those  broader  communities  will  fail. 

Congress  recognized  the  importance  of  such  linkages  by  including 
an  increase  in  title  XX  social  services  block  grant  funds  in  the 
empowerment  zone  legislation.  As  States  and  communities  move  to 
implement  the  legislation,  however,  there  is  a  danger  that  pres- 
sures for  economic  development  will  push  aside  more  complex  col- 
laborative efforts  to  meet  the  needs  of  children  and  families. 

Frankly,  we  were  disappointed  that  not  more  specific  attention 
was  directed  toward  initiatives  to  aid  families  and  children  in  the 
regulations,  applications  and  guidebooks  that  have  been  prepared 
by  HUD  and  Agriculture  and  the  Community  Enterprise  Board. 
While  we  hope  that  the  partnerships  of  neighborhood  residents, 
community  providers,  and  local  units  of  government  that  must 
characterize  the  planning  process  will  help  get  us  back  on  track, 
additional  steps  must  be  taken. 

First,  your  continuing  oversight  of  the  empowerment  zone  initia- 
tive is  essential  to  ensure  that  the  balance  among  human  develop- 
ment and  capital  development  that  was  intended  is  maintained  in 
the  planning  that  is  underway  and  in  the  final  designation  of  the 
empowerment  zones  and  the  enterprise  communities. 

Second,  the  Community  Enterprise  Board  and  HUD  and  Agri- 
culture should  require  States  to  ensure  that  their  nominees  for 
empowerment  zones  or  enterprise  communities  have  strategic 
plans  that  include  investments  in  children  and  families  and  coordi- 
nate with  existing  system  reform  initiatives  designed  to  strengthen 
children  and  families. 

Third,  CDF  believes  that  the  more  active  involvement  of  the  De- 
partment of  Health  and  Human  Services  in  the  designation  of 
empowerment  zones  and  enterprise  communities  will  help  to  en- 
sure that  the  new  social  services  block  grant  funds  are  spent  effec- 
tively. 
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And  finally,  as  a  benchmark  for  assessing  adequate  attention  to 
children  and  families,  we  recommend  that,  at  a  minimum,  the 
empowerment  zones  and  enterprise  communities  that  are  finally 
designated  be  required  to  demonstrate  their  intent  to  improve 
human  services  in  key  areas  such  as  family  support  and  family 
preservation,  child  care,  and  violence  prevention. 

There  are  exciting  examples  already  underway  in  States  that 
suggest  how  efforts  to  rebuild  our  families  and  strengthen  our 
human  service  infrastructure  can  be  linked  to  planning  for 
empowerment  zones  and  enterprise  communities.  For  example,  in 
Tennessee,  implementation  of  the  new  family  preservation  and  sup- 
port services  program  will  build  upon  the  children's  plan,  a  multi- 
agency  effort  to  improve  Tennessee's  delivery  system  for  children's 
services,  that  could  easily  be  tied  to  strategic  planning  for 
empowerment  zones. 

The  empowerment  zones  and  enterprise  communities  must  seek 
to  link  and  expand  such  efforts  to  ensure  that  children  and  families 
are  not  being  left  behind.  If  we  don't  invest  today  in  the  futures 
of  our  children,  we  will  be  without  our  leaders  and  productive  citi- 
zens of  tomorrow. 

Thank  you,  again,  for  this  opportunity  to  testify. 

[The  prepared  statement  follows:] 
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STATEMENT  OF  CLIFFORD  M.  JOHNSON 

DIRECTOR  OF  PROGRAMS  AND  POLICY 

CHILDREN'S  DEFENSE  FUND 

Mr.  Chairmen.  I  am  Cliff  Johnson,  Director  of  Programs  and  Policy  at  the 
Children's  Defense  Fund  (CDF),  a  privately  funded  public  charity  dedicated  to  providing 
a  strong  and  effective  voice  for  children,  especially  poor  and  minority  children  and  their 
families.  The  Children's  Defense  Fund  appreciates  the  invitation  to  testify  today  about 
implementation  of  the  Empowerment  Zone  provisions  of  the  Omnibus  Budget  Reconciliation 
Act  of  1993. 

In  our  view,  the  new  Empowerment  Zone  legislation  offers  an  important  opportunity 
for  us  as  a  nation  to  reclaim  poor  neighborhoods  across  this  land  -  neighborhoods 
characterized  by  pervasive  poverty,  unemployment,  and  other  conditions  of  distress  that 
millions  of  children  now  call  home.  CDF  believes  that  the  future  of  our  communities,  our 
families,  and  our  children  are  inextricably  linked.  Strong  communities  build  strong 
families,  which  in  turn  build  strong  children.  But  strong  families  also  are  needed  to 
revitalize  and  strengthen  communities. 

For  this  reason,  I  want  to  use  my  remarks  today  to  reinforce  the  critical  importance 
of  the  Empowerment  Zone  legislation  as  a  catalyst  for  efforts  to  support  our  young  people 
and  their  families.  Unless  we  rebuild  our  human  infrastructure  in  poor  neighborhoods,  our 
efforts  to  rebuild  and  revitalize  those  communities  will  fail. 

The  strategic  plans  that  must  be  developed  for  empowerment  zones  and  enterprise 
communities  offer  a  crucial  opportunity  to  address  the  needs  of  families  and  children  as 
well  as  economic  problems  and  the  need  for  physical  improvements.  Economic  development 
will  be  sustained  over  time  only  if  it  is  accompanied  by  improvements  in  human  services 
in  key  areas  such  as  family  support  and  preservation,  child  care,  and  violence  prevention, 
as  well  as  education,  housing  and  substance  abuse  prevention  and  treatment. 

Today,  across  this  country,  growing  child  poverty,  unemployment,  uninsuredness, 
homelessness,  and  substance  abuse  and  its  attendant  violence,  are  ravaging  families  and 
communities,  and  victimizing  our  children.    The  crisis  is  urgent. 

♦  In  1992,  14.6  million  children,  more  than  in  any  year  since  1965,  lived  in 
poverty.  One  in  four  children  younger  than  six  was  poor.  Over  half  of  all 
children  in  female-headed  households  were  poor. 

♦  The  1990  Census  reported  that  more  than  one  in  four  children  (26.2 
percent)  living  in  a  city  of  at  least  100,000  population  was  poor.  During  the 
decade  of  the  1980's,  child  poverty  increased  in  84  of  100  largest  cities  in  the 
1980  Census.  Also  striking  was  the  county-by-county  analysis  of  child 
poverty  which  showed  that  86  rural  counties  had  a  higher  percentage  of 
children  living  in  poverty  than  in  the  nation's  poorest  city  -  Detroit. 

♦  In  1993,  31  states  and  the  District  of  Columbia  had  waiting  lists  for  child 
care  assistance.  The  shortage  of  affordable  before-  and  after-school  child 
care  programs  for  poor  and  low-income  families  was  documented  in  1993  by 
the  School-age  Child  Care  Project  of  Wellesley  College,  the  RMC  Research 
Corporation,  and  Mathematics  Policy  Research,  Inc. 

♦  Families  with  children  continue  to  be  the  fastest  growing  subgroup  of  the 
homeless  population,  and  are  more  and  more  likely  to  risk  serious 
consequences  from  it.  The  U.S.  Conference  of  Mayors'  1993  survey  of  26 
cities  reported  that  families  with  children  now  account  for  43  percent  of  the 
homeless  population. 

♦  Twenty-five  American  children  --  the  equivalent  of  a  classroomful  —  are 
killed  by  guns  every  two  days  in  our  cities.  Homicide  is  now  the  third 
leading  cause  of  death  among  children  Five  to  14  years  old. 
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♦  Thousands  of  children  who  are  not  themselves  killed  by  guns  nonetheless 
have  their  lives  torn  apart  by  violence.  At  least  30  children  are  injured  by 
guns  every  day,  and  many  others  witness  violence  and  lose  loved  ones  to  it. 
A  child  is  reported  abused  and  neglected  an  average  of  every  13  seconds. 

♦  Children  exposed  to  violence  are  nearly  twice  as  likely  as  their  classmates 
to  show  significant  signs  of  depression,  including  low  self-esteem,  excessive 
crying,  and  worries  about  dying  or  being  injured. 

♦  Substance  abuse  continues  to  be  a  primary  factor  in  the  escalating  reports 
of  violence.  Children  at  the  Front:  A  Different  View  of  the  War  on  Alcohol 
and  Drugs,  a  report  by  the  Child  Welfare  League  of  America's  North 
American  Commission  on  Chemical  Dependency  and  Child  Welfare,  reported 
last  year  that  with  over  4.5  million  women  of  child-bearing  age  current  users 
of  illegal  drugs,  children  are  too  often  the  innocent  victims  of  related  health 
problems  and  violence. 

CDF  believes  that  investments  in  children  and  families  now  beleaguered  by  such 
problems  are  critical  ingredients  of  sustainable  community  development.  Improvements  in 
the  quality  of  life  in  communities  will  not  be  forthcoming  unless  there  are  investments  in 
the  future  human,  as  well  as  economic  and  physical,  infrastructure  of  these  communities. 

When  Congress  passed  the  Empowerment  Zone  legislation,  it  recognized  the 
connection  between  the  decline  of  families'  and  children's  well-being  and  the  devastation 
in  many  of  our  cities  by  including  $1  billion  in  Title  XX  Social  Services  Block  Grant  funds 
in  the  legislation.  These  funds  are  intended  to  promote  economic  self-support  and 
self-sufficiency  and  prevent  or  ameliorate  the  neglect,  abuse  or  exploitation  of  children  and 
adults  and,  where  appropriate,  preserve,  rehabilitate  or  reunite  families  in  designated  zones 
and  communities.  The  Community  Enterprise  Board's  pledge  to  allow  broader  federal 
resources  to  be  leveraged  by  the  empowerment  zones  and  enterprise  communities,  to  ease 
federal  regulatory  barriers  (while  preserving  basic  protections),  and  to  simplify  federal 
program  rules  also  can  facilitate  more  extensive  integrated  service  efforts  for  families  and 
children. 

As  states  and  communities  move  to  implement  the  Empowerment  Zone  initiative, 
however,  there  is  a  danger  that  pressures  for  economic  development  will  push  aside  more 
complex  collaborative  efforts  to  meet  the  needs  of  children  and  families.  Frankly,  we  were 
disappointed  that  not  more  specific  attention  was  directed  toward  initiatives  to  aid  families 
and  children  in  the  regulations,  applications  and  guidebooks  which  have  been  prepared  by 
the  Departments  of  Housing  and  Urban  Development  and  Agriculture  and  the  Community 
Enterprise  Board.  While  we  have  hope  that  the  partnerships  of  neighborhood  residents, 
community  providers,  and  local  units  of  government  that  must  characterize  the  planning 
process  will  get  us  back  on  track,  additional  steps  also  must  be  taken. 

♦  First,  your  continuing  oversight  of  the  Empowerment  Zone/Enterprise 
Community  initiative  is  essential  to  ensure  that  the  balance  among  human 
development  and  economic  development  that  was  intended  is  maintained  in 
the  planning  for  and  final  designation  of  the  empowerment  zones  and 
enterprise  communities. 

♦  Second,  the  Community  Enterprise  Board  and  Departments  of  Housing 
and  Urban  Development  and  Agriculture  should  require  states  to  ensure  that 
their  nominees  for  empowerment  zones  or  enterprise  communities  have 
strategic  plans  that  include  investments  in  children  and  families  and 
coordinate  with  existing  system  reform  initiatives  designed  to  strengthen 
supports  for  children  and  families.  In  our  view,  a  strategic  plan,  which  is  the 
cornerstone  of  the  application  and  designation  process,  cannot  be 
comprehensive  in  scope  unless  it  explicitly  and  specifically  addresses  the  needs 
of  children  and  families  in  the  relevant  community  or  neighborhood. 
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♦  Third,  CDF  believes  that  the  more  active  involvement  of  the  Department 
of  Health  and  Human  Services  (HHS)  staff  in  the  designation  of 
empowerment  zones  and  enterprise  communities  will  help  to  ensure  that  the 
investment  in  new  Social  Services  Block  Grant  dollars  will  be  spent  in 
communities  in  ways  that  impact  positively  on  self-support,  self-  sufficiency, 
and  the  prevention  and  remediation  of  abuse  and  neglect,  and  ensure  that 
other  innovative  approaches  to  funding  are  directed  toward  these  goals  as 
well.  Active  involvement  of  HHS  staff  now  with  staff  from  HUD  and 
Agriculture  in  working  with  states  and  communities  is  important.  Unless 
there  is  a  greater  push  from  the  human  services  side,  state  and  local 
initiatives  for  children  and  families  will  not  even  be  brought  to  the  planning 
table. 

♦  Fourth,  as  a  benchmark  for  assessing  adequate  attention  to  children  and 
families,  we  recommend  that,  at  a  minimum,  the  empowerment  zones  and 
enterprise  communities  that  are  finally  designated,  and  those  communities 
that  are  nominated  that  may  not  be  designated  but  will  be  eligible  for  other 
federal  favors,  be  required  to  demonstrate  investments  in  families  and 
children  in  at  least  the  following  ways: 

1.  Family  support  and  preservation.  There  should  be  investments  in  family 
support  and  family  preservation  initiatives  consistent  with  the  newly  enacted 
Family  Preservation  and  Support  Services  Program.  These  investments  in 
families  up  front  are  essential  to  enable  families  to  make  better  choices  for 
their  children,  so  they  can  better  nurture,  protect  and  support  them.  When 
families  cannot  function  for  their  children  in  their  nurturing,  caregiving  and 
educational  roles,  then  ultimately  the  larger  community  will  not  function 
either.  If  we  truly  want  to  strengthen  our  cities,  steps  must  be  taken  to 
strengthen  families. 

2.  Quality  child  care.  Expansions  in  quality  child  care  are  essential  if 
low-income  families  are  to  remain  employed  and  self-sufficient.  Good  quality 
child  care  also  contributes  to  the  school  readiness  and  subsequent 
achievement  of  low-income  children. 

3.  Violence  prevention.  Investments  in  violence  prevention  activities  will 
help  protect  the  safety  of  our  children  and  families  and  begin  to  counter  the 
fear  in  communities  which  now  inhibits  residents  from  getting  to  work, 
parents  from  getting  their  children  to  school,  and  children  from  playing  as 
children  should.  As  we  seek  to  make  communities  economically  viable  again, 
we  must  offer  our  young  people  opportunities  that  begin  to  counter  the 
hopelessness  and  despair  that  now  engulf  too  many  of  them. 

Investments  in  Family  Support  and  Family  Preservation 

When  Congress  and  the  President  enacted  the  Family  Preservation  and  Support 
Services  Program  in  August  1993,  they  saw  it  as  a  unique  opportunity  to  make  service 
delivery  systems  more  responsive  to  families  and  to  improve  outcomes  for  children  and 
families.  Its  goal  is  to  help  establish,  at  least  in  targeted  communities,  a  flexible  and 
responsive  array  of  services  capable  of  supporting  families  in  a  variety  of  ways. 

Implementation  of  this  important  initiative  has  been  championed  by  the  National 
Governors'  Association,  American  Public  Welfare  Association,  National  Conference  of  State 
Legislators  and  National  League  of  Cities,  as  well  as  child  and  family  advocacy 
organizations,  national  networks  of  family  support  and  family  preservation  programs,  and 
national  child  serving  organizations.  Wonderful  leadership  also  has  been  forthcoming  from 
the  Department  of  Health  and  Human  Services.  Department  officials  have  urged  states  to 
think  big  and  to  move  beyond  business  as  usual. 
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Realization  of  the  full  potential  of  the  Family  Preservation  and  Support  Services 
Program  depends  on  the  strategic  choices  states  and  communities  make  about  how  funds 
are  used  and  how  services  for  children  and  families  are  designed  and  delivered.  It  is 
important  that,  where  possible,  these  strategic  decisions  be  made  together  with  the  strategic 
plan  required  for  empowerment  zones  and  enterprise  communities.  Most  poor,  distressed 
communities  could  benefit  from  the  establishment  of  neighborhood-based  family  resource 
centers  and  other  family  support  programs  that  get  help  to  families  early  to  help  them  with 
parenting,  including  skills  training  and  increased  knowledge  of  child  development,  and  their 
own  efforts  to  become  self-sufficient.  They  also  could  benefit  from  the  establishment  of 
family  preservation  programs  that  offer  more  intensive  assistance  to  families  in  crisis. 
Links  between  such  services  also  can  ensure  help  for  families  as  their  needs  change. 

There  are  exciting  examples  already  underway  in  states  that  suggest  how  planning 
for  implementation  of  the  Family  Preservation  and  Support  Services  Program  could  be 
linked  to  planning  for  empowerment  zones  and  enterprise  communities.   The  Department 
of  Health  and  Human  Services  should  be  required  to  ensure  that  such  links  are  happening 
in  every  state,  or  determine  that  such  links  are  not  appropriate. 

♦  In  Tennessee,  planning  for  implementation  of  the  Family  Preservation 
and  Support  Services  Program  will  build  upon  The  Children's  Plan,  a  multi- 
agency  effort  to  make  Tennessee's  children's  services  delivery  system  more 
family-focused  and  community-based  and  more  responsive  to  the  needs  of 
individual  children  and  families.  Regional  Assessment  and  Care 
Coordination  Teams,  employed  by  Community  Health  Agencies  throughout 
the  state,  develop  individualized  plans  of  care  for  those  children  who  enter 
state  care.  Efforts  then  are  made  to  ensure  a  core  of  services  at  the  regional 
level  so  children  can  remain  at  home,  or  as  close  to  home  as  possible.  A 
proposed  expansion  of  family  resource  centers  and  home  visiting  program  in 
local  communities  is  expected  to  be  the  next  phase  of  this  initiative. 

♦  In  Pennsylvania,  the  locus  of  activity  for  planning  for  the  Family 
Preservation  and  Support  Services  Program  will  be  in  the  Children's 
Coalition,  a  subcabinet  group  of  the  multi-agency  Children's  Cabinet. 
Children's  reform  initiatives  in  Pennsylvania  already  include  a  number  of 
community-based  Family  Centers,  10  of  them  new  comprehensive  initiatives 
in  which  funds  are  pooled  at  the  local  level  to  address  children's  needs  more 
comprehensively.  Applicants  for  empowerment  zones  and  enterprise 
communities  already  have  been  told  by  state  officials  that  such  Family 
Centers,  where  they  exist,  must  be  reflected  in  their  strategic  plans. 

Other  states  and  communities  also  have  established  and  are  planning  to  expand 
family  support  programs  with  these  new  Family  Preservation  and  Support  Services  funds. 
The  centers  can  provide  links  for  families  with  employment  opportunities,  health  care,  child 
care,  educational  resources  and  specialized  services  that  are  needed.  Many  of  these  centers 
offer  a  "safe  haven"  for  both  parents  and  children  from  the  violence  of  the  street.  They 
may  be  freestanding  centers,  or  located  in  community  centers,  churches,  public  housing 
projects,  or  health  centers.  These  types  of  activities  are  central  to  neighborhood 
revitalization  efforts,  and  should  be  central  to  strategic  planning  for  empowerment  zones 
and  enterprise  communities. 

Expansions  of  Good  Affordable  Child  Care 

For  parents  who  are  employed  or  seeking  employment,  access  to  good  affordable 
child  care  is  critical  to  the  child's  well  being  but  also  to  the  parent's  peace  of  mind  and 
effectiveness  in  the  workforce.  The  whole  family  and  the  broader  community  benefit  when 
children  are  cared  for  in  safe  environments  that  stimulate  their  social,  emotional,  and 
intellectual  development.  While  the  federal  legislative  and  funding  accomplishments  of  the 
past  six  years  provide  important  help  to  families,  this  nation  remains  far  from  making  the 
necessary  commitment  to  help  working  parents  ensure  that  their  children  are  safe  and  well 
cared  for  during  their  key  developmental  years. 
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There  are  still  too  many  parents  who  cannot  find  affordable  and  quality  care  at  all. 
In  1993,  CDF  found  that  over  60  percent  of  the  states  had  waiting  lists  for  child  care 
assistance  or  had  stopped  accepting  new  applications  and  that  these  lists  were  formidable. 
Ohio,  for  example,  had  accepted  no  new  applications  for  child  care  assistance  for 
low-income  families  since  October  1992.  Illinois  had  30,000  children  waiting  for  child  care 
assistance. 

In  low-income  neighborhoods  and  areas,  problems  in  the  supply  of  child  care  are 
especially  acute.  For  example,  a  1991  study  of  child  care  in  Illinois  commissioned  by  the 
Illinois  Department  of  Public  Aid  revealed  that  the  ratio  of  children  per  licensed  child  care 
slots  in  the  zip  code  areas  in  the  poorest  income  quintile  in  the  state  was  60  percent  higher 
than  in  the  highest  income  quintile.  Parents  in  the  poorest  areas  also  reported 
transportation  difficulties  in  getting  their  children  to  and  from  child  care. 

Even  for  families  who  are  able  to  obtain  child  care,  the  quality  often  is  not  good 
enough  to  meet  children's  developmental  and  emotional  needs.  Low-income  children 
especially  can  and  should  benefit  from  more  comprehensive  high  quality  child  care  and 
preschool  programs  like  Head  Start.  Yet  too  often  children,  especially  those  in  poor  urban 
and  rural  areas,  are  placed  in  unregulated  care  with  untrained  and  unresponsive 
caregivers. 

There  is  a  strong  relationship  between  lack  of  quality  child  care  and  inability  to 
work,  or  to  participate  in  education  and  training  programs  that  lead  to  work.  In  the  same 
Illinois  study,  20  percent  of  the  AFDC  families  studied  had  returned  to  welfare  within  the 
last  year  at  least  in  part  due  to  child  care  problems.  Forty-two  percent  of  teenage  parents 
surveyed  reported  having  to  quit  school  within  the  last  year  due  to  child  care  problems. 

Areas  seeking  designation  as  empowerment  zones  or  enterprise  communities  should 
be  required  to  identify  child  care  development  as  an  important  element  of  their  strategic 
plans.  Communities  should  seek  innovative  ways  to  create  the  affordable  quality  child  care 
necessary  to  enable  stable  and  effective  employment  for  parents  with  children  in  these 
zones.  Strategies  to  expand  slots  and  subsidize  care  are  critical.  A  loan  fund  might  be 
established  to  help  renovate  child  care  or  other  early  childhood  programs,  or  to  provide 
start-up  costs  to  family  child  care  providers.  Family  child  care  providers  also  might  be 
made  eligible  for  special  housing  assistance.  Other  approaches  also  must  be  pursued  to 
enhance  quality  by  training  child  care  workers  serving  low-income  children,  improving 
licensing  and  monitoring  efforts,  establishing  or  enhancing  resource  and  referral  centers, 
and  supporting  networks  of  family  child  care  providers  that  can  offer  ongoing  assistance, 
support  and  training  to  network  members. 

Violence  Prevention  Initiatives 

In  our  communities  we  also  must  find  ways  to  build  positive  alternatives  to  the 
streets  and  beacons  of  hope  for  our  poorest  and  most  disadvantaged  children  and  to  keep 
children  safe.  Safety  plans,  safe  corridors,  safe  houses  and  safe  place  zones  must  be 
established  to  protect  children  in  and  on  their  way  to  and  from  schools,  as  well  as  in 
neighborhoods  supported  by  citizen  watches,  parent  vigils,  and  effective  law  enforcement 
strategies.  Campaigns  are  needed  to  get  more  adults  to  reach  out  to  and  work  with  youths 
to  avert  violence  and  make  their  communities  safer  for  children.  After-school,  weekend, 
and  summer  programs  that  will  keep  children  safe  and  connected  to  caring  adults,  role 
models,  and  mentors  should  be  a  priority  for  every  community.  Such  programs  should  be 
available  in  neighborhood  centers,  congregations,  and  schools. 

The  Beacons  Initiative  in  New  York  City  is  just  one  example  of  the  type  of  efforts 
that  are  needed  in  our  poorest  communities.  It  offers  young  people  sustained  high-quality 
relationships  with  adults,  high  expectations  and  clear  standards  for  behavior,  and 
opportunities  to  contribute  to  their  community.  At  the  same  time,  it  Sups  to  rebuild  a 
healthy  community  with  a  school  at  its  center. 
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Under  the  three-year-old  Beacons  Initiative,  a  safe,  school-based  community  center 
has  been  created  in  a  low-income  neighborhood  of  each  school  district  in  the  city.  Each 
Beacon  is  managed  and  staffed  seven  days  a  week  by  a  non-profit  community-based 
organization.  This  organization  then  works  collaboratively  with  the  community  school 
board,  school  principal,  and  its  own  advisory  board  of  parents,  youths,  religious  leaders, 
and  private  and  city  service  providers. 

♦  On  a  typical  day  at  the  Beacon  in  Central  Harlem,  for  example,  staff 
members  arrive  at  the  school  early  in  the  morning  to  help  students  and 
parents  with  problems  before  school  starts  and  throughout  the  day.  After 
school,  youth  workers  conduct  academic,  sports,  and  recreation  programs, 
and  late  in  the  afternoon,  parents  participate  in  parent  support  groups. 
Often  there  is  a  "family  night"  dinner  in  the  school  cafeteria,  after  which 
teenagers  get  together  for  Youth  Leadership  activities,  a  group  of  parents 
prepares  for  the  GED  exam,  and  other  parents  and  children  gather  in  the 
gym  for  African  dance,  aerobics,  or  martial  arts. 

Each  Beacon  has  a  Youth  Leadership  group  in  which  school  dropouts,  honor 
students,  and  former  drug  dealers  and  gang  members  all  participate  together 
in  group  discussions,  educational  projects,  and  community  service.  The 
teenagers  have  made  real  contributions  to  their  neighborhoods  through  such 
activities  as  voter  registration  drives  and  neighborhood  beautification 
projects.  Many  youth  activities  are  specifically  related  to  preventing  violence. 
At  the  Washington  Heights  Beacon,  for  example,  dozens  of  teens  have  been 
hired  and  trained  to  act  as  security  personnel  every  afternoon  and  evening 
for  the  200  to  300  participants  in  Beacon  activities. 

Children  need  programs  like  these,  not  only  to  avoid  temptations  of  the  street,  but 
also  to  believe  that  there  is  a  tomorrow  for  them,  a  future  in  which  they  will  grow  up  to 
be  responsible,  well-educated,  caring  and  productive  adults.  They  provide  children  with 
the  critical  ingredients  of  good,  solid  futures  —  positive  alternatives,  skills,  hope,  and  a  safe 
place  just  to  be  children.  At  a  recent  Congressional  hearing  on  violence  and  children, 
Monique  Malloy .  age  16,  told  members  that  without  her  Boys  and  Girls  Club,  she  would 
have  been  lost  to  the  streets.  She  also  told  them  that  funds  are  being  cut  and  the  programs 
are  no  longer  there  to  attract  younger  children  to  the  club.  Our  children  and  our 
communities  need  these  programs  now.  In  a  November,  1993  Newsweek/CDF  poll  of 
children  and  their  parents,  when  asked  the  one  best  way  to  keep  children  in  their 
community  safe  from  violent  crime,  the  highest  percentage  of  parents  —  over  one-third  (34 
percent)  —  called  for  more  after-  school  programs.  Almost  half  (48  percent)  of  the  children 
indicated  that  community  organizations  are  important  sources  of  guidance  for  them;  85 
percent  said  they  turn  to  churches  for  guidance. 

There  has  been  a  surge  of  community  efforts  across  the  country  to  create  safe  havens 
for  children,  teach  children  conflict  resolution  skills,  and  provide  mentors  and  constructive 
academic  and  recreational  activities  for  those  living  in  poor  crime-  and  gang-ridden 
neighborhoods.  The  empowerment  zones  and  enterprise  communities  must  seek  to  link  and 
expand  such  efforts  so  that  they  offer  young  people,  over  the  long  run,  access  to  stable 
caring  adults  who  can  help  them  contribute  to  their  communities. 

Collaborative  initiatives  to  strengthen  families  and  invest  in  children  must  be  critical 
components  of  any  strategies  to  revitalize  our  neighborhoods  and  communities  and  should 
be  central  to  any  Empowerment  Zone  or  Enterprise  Community  strategic  plan.  The  vision 
for  our  communities  must  include  a  healthy  start,  a  head  start,  a  fair  start,  and  a  safe  start 
for  every  child. 

As  implementation  activities  for  the  Empowerment  Zone  legislation  go  forward,  we 
urge  your  continued  oversight  to  ensure  that  children  and  families  are  not  being  left 
behind.  If  we  don't  invest  today  in  the  futures  of  our  children,  we'll  be  without  our  leaders 
and  productive  citizens  of  tomorrow. 

Thank  you  for  your  continuing  leadership. 
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Chairman  Ford.  Thank  you  very  much.  Given  your  expertise  in 
the  human  development  area,  has  your  input  been  sought  by  the 
Federal  agencies  that  have  testified  here  as  they  have  tried  to  im- 
plement the  enterprise  zone  legislation?  We  have  heard  from  HUD, 
Agriculture,  as  well  as  Health  and  Human  Services.  The  Children's 
Defense  Fund  or  the  Casey  Foundation  or  the  Public  Welfare  Asso- 
ciation, have  you  all  been  singled  out?  Have  you  been  solicited  for 
any  input  in  the  implementation  process? 

Mr.  Nelson.  Well,  personally,  I  had  the  opportunity  to  appear 
before  the  Vice  President  who  chairs  the  Enterprise  Board  and  ex- 
pressed views  not  dissimilar  to  those  that  I  just  shared  with  you. 
We  have  had  I  think  good  access  to  HHS  and  I  think  that  they  un- 
derstand and — to  a  considerable  extent — share  the  point  of  view 
that  we  bring  to  this  issue. 

I  have,  however,  been  disappointed  that  this  theme  has  not  been 
more  central  and  has  not  been  embraced  by  other  partners  in  this 
multidepartmental  effort  as  absolutely  essential  to  their  vision  of 
community  and  economic  development.  I  think  that  their  grasp 
hasn't  been  as  deep  as  it  ought  to  be. 

Mr.  Johnson.  At  the  Children's  Defense  Fund  we  share  Doug's 
perspective  on  that.  We  have  had  some  opportunities  to  talk  par- 
ticularly with  folks  at  HHS  about  this.  In  the  end,  we  have  felt  dis- 
appointed both  that  HHS  has  not  been  more  involved  in  the  inter- 
departmental process  thus  far  and  that  the  final  guidelines  and 
regulations  don't  reflect  stronger  emphasis  on  the  human  service 
component  of  this  initiative. 

Chairman  Ford.  What  about  other  agencies,  have  they  sought 
any  input  from  you? 

Mr.  Johnson.  We  have  had  a  limited  chance  to  talk  with  folks 
at  HUD  in  particular,  but  there  has  not  been  great  outreach,  I 
guess. 

Chairman  Ford.  What  about  the  Public  Welfare  Association? 

Mr.  Stangler.  In  the  APWA,  most  of  my  colleagues  have  been 
hanging  back.  The  opportunities  we  have  had  are  those  that  we 
have  caused  to  happen  by  not  knocking  on  people's  doors  and  mak- 
ing ourselves  known.  No,  I  think  that  if  we — if  indeed  we  are  going 
to  get  the  human  service  agencies  to  be  an  active  partner,  we  are 
going  to  have  to  aggressively  move  HHS  and  the  States  into  the 
partnership  and  clarify  at  the  community  level  the  importance  of 
the  complex  human  service  system. 

Chairman  Ford.  You  mentioned  earlier  the  focus  on  human  de- 
velopment as  well  as  economic  development.  The  American  Public 
Welfare  Association  in  its  testimony  gave  an  example  of  individuals 
or  families  in  need  of  preparation,  and  you  mentioned  the  example 
with  the  school,  its  relation  to  young  people. 

Could  you  describe  other  initiatives  that  you  have  experienced  at 
the  Children's  Defense  Fund  and  the  Casey  Foundation  similar  to 
what  the  Public  Welfare  Association  has  outlined  in  its  testimony? 

Mr.  Neijson.  Let  me  give  an  example,  which  I  think  ought  to  be 
a  kind  of  a  centerpiece  illustration.  It  may  be  familiar  to  Chairman 
Rangel.  I  am  thinking  of  the  Beacons  Projects  which  are  now 
spread  across  various  parts  of  the  city  of  New  York.  If  one  has  the 
opportunity,  as  I  have,  to  visit  one  of  those  projects  in  the  evening, 
you  get  a  living  example — in  a  school  building  with  1,000  or  more 
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people  attending — of  what  the  future  ought  to  be  for  human  serv- 
ices. 

You  see  youth  development,  human  services,  economic  develop- 
ment, involvement  of  residents,  good  use  of  a  public  facility — all 
within  an  effective  community-empowering  program  that  meets 
lots  of  the  purposes  of  the  child  welfare,  protective  services,  youth 
development,  and  recreation.  It  does  all  this  in  one  place  and  in 
one  building  and  does  so  cost-effectively.  It  is  a  real  investment  in 
that  community.  The  Beacons  are  an  example  of  the  decentraliza- 
tion of  human  services  that  ought  to  be  the  heart  of  this  initiative. 

Mr.  Johnson.  In  our  testimony,  we  actually  talk  at  some  length 
about  the  Beacons  initiative  in  New  York  which  is  very,  very  prom- 
ising. There  also  is  a  great  deal  going  on  in  the  family  support 
arena,  in  part  in  anticipation  of  the  new  Federal  funds  that  soon 
will  be  available.  The  new  family  preservation  and  support  services 
program  can  help  pull  together  many  disparate  pieces  of  the 
human  service  delivery  effort  so  that  interventions  can  be  truly 
family-focused  and  make  sense  for  families. 

Chairman  Ford.  Which  is  the  most  effective  way  to  ensure  that 
the  two  initiatives — I  am  talking  about  the  Family  Support  Act 
along  with  the  empowerment  zone  legislation — are  linked  at  the 
community  level? 

Mr.  Johnson.  I  think  the  first  step  has  to  be  to  get  a  clearer 
message  out  through  the  partners  in  this  multidepartmental  effort 
that  the  human  services  piece  must  be  an  important  part  of  the 
strategic  plan.  States  need  to  be  asked  how  family  and  children's 
needs  are  being  addressed.  There  is  a  danger  that  as  communities 
put  together  their  planning  efforts  and  as  States  review  those  plan- 
ning efforts  and  consider  their  nominations  that  the  human  service 
actors  will  not  even  have  been  at  the  table  in  that  planning  proc- 
ess. So  first  there  is  a  very  basic  threshold  question  that  we  need 
to  make  sure  gets  answered. 

Chairman  Ford.  What  would  you  suggest  to  the  cities  that  have 
sent  a  notification  of  intent  to  file  an  application  at  the  initial 
stage?  I  know  there  are  guidelines  that  have  been  set  out  by  the 
Congress.  I  am  concerned  about  Health  and  Human  Services  play- 
ing a  major  role,  focusing  on  the  human  development  aspect  of  the 
empowerment  zone.  What  would  you  suggest  to  urban  or  rural 
areas  as  they  move  through  the  initial  stage  to  implementing  the 
program  and  bringing  all  of  the  disconnected  aspects  together? 

I  know  human  development  is  important,  but  what  would  you 
suggest  that  they  do  initially  to  make  sure  that  they  are  going  to 
have  community-based  organizations  and  the  community  involved? 
Where  would  you  start?  Where  is  the  initial  start  here? 

Mr.  Nelson.  Let  me  suggest  two  things  because  we  had  occasion 
to  think  about  this  in  the  last  few  weeks.  We  have  invited  a  score 
of  our  grantees  that  are  helping  to  prepare  applications  for  EZ/EC 
designation  to  a  conference  later  this  week.  Our  agenda  for  them 
is  at  least  threefold.  First,  we  hope  to  encourage  the  human  service 
delivery  organizations  at  the  community  level  to  take  an  active 
part,  to  be  at  the  table,  to  assure  that  human  development  and 
human  service  delivery  folks  play  an  informed  role  in  the  planning 
process. 
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The  second  is  really  to  urge  those  organizations,  if  they  haven't 
already  done  so,  to  create  a  formal  planning  body  which  includes 
the  broad  range  of  resident  stakeholders  and  leaders  in  that  com- 
munity as  part  of  the  empowerment  zone/enterprise  community  ap- 
plication process. 

And  third — and  I  want  to  emphasize  this  because  I  think  it  goes 
to  the  heart  of  your  question  and  it  goes  to  the  heart  of  my  critique 
of  the  implementation  so  far — is  that  State  governments  who  play 
an  enormous  role  in  deciding  whom  is  going  to  get  the  family  sup- 
port resources,  the  family  preservation  resources,  or  other  new  ini- 
tiatives that  may  be  State  or  federally  inspired — these  State  gov- 
ernments can  play  an  enormously  constructive  role  in  bringing  to- 
gether these  resources  in  a  cost  efficient  and  mutually  reinforcing 
way  under  the  EZ  initiative. 

States  are  the  key  player  in  determining  how  existing  re- 
sources— other  than  this  special  social  services  block  grant 
money — are  going  to  be  brought  to  bear  to  support  community 
transformation.  In  summary,  I  think  the  role  of  the  States  as  a 
facilitator  for  that  kind  of  coordination  is  crucial  and  the  best  of 
them  I  think  are  volunteering  to  play  that  role. 

Mr.  Stangler.  What  I  would  add  is  what  I  said  to  Mayor  Bosley 
in  St.  Louis  and  Mayor  Cleaver  in  Kansas  City  is  two  things:  Don't 
think  about  your  neighborhoods,  which  is  what  you  care  about, 
without  thinking  about  the  schools  and  the  families  and  the  roles 
that  that  plays  in  community  life;  and  then  second,  at  the  risk  of 
sounding  flip,  I  have  said,  follow  the  money.  The  money  that  is  in 
family  preservation,  the  money  that  most  of  the  States  are  putting 
into  welfare  reform  efforts,  the  money  that  we  are  putting  into 
things  like  parents  as  teachers,  and  early  childhood.  The  things 
that  will  be  sustained  long  after  the  $101  million  is  gone.  Every- 
body is  fixated  on  this  pot  of  money. 

What  I  have  explained  to  civic  leaders,  think  about  that  pot  of 
money,  think  about  how  it  ties  into  Medicaid  and  title  IV(e)  and 
all  of  the  other  things  we  need  to  bring  together  at  the  neighbor- 
hood. 

Chairman  Ford.  Mr.  Johnson. 

Mr.  Johnson.  At  the  city  level,  in  virtually  every  major  city, 
there  will  be  officials  within  the  city  administrations  who  have  a 
pretty  good  handle  on  the  ongoing  human  service  activities  in  the 
community.  One  of  the  great  risks  though  is  that  even  those  activi- 
ties that  are  already  in  place  will  not  be  connected  to  the  new 
empowerment  zone  activities  because,  at  the  city  level,  these  efforts 
will  be  coming  out  of  the  economic  development  agency  or  some 
other  agency  that  does  not  typically  work  with  the  human  service 
agencies. 

So  in  a  very  practical  sense,  it  is  terribly  important  to  urge  may- 
ors and  municipal  leaders  to  simply  pull  their  own  people  together 
and  to  make  sure  they  have  done  a  quick  scan  of  what  is  on  their 
horizon  in  the  human  services  area. 

The  other  comment  I'd  like  to  make  is  about  incentives  or  signals 
that  need  to  come  from  the  Federal  level.  This  is  a  highly  competi- 
tive structure  that  has  been  put  in  place  and  people  across  the 
country  will  be  spending  a  great  deal  of  time  and  energy  trying  to 
figure  out  what  is  really  going  to  be  important,  what  is  really  going 
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to  make  the  difference.  They  are  going  to  be  listening  hard  for  sig- 
nals from  the  Federal  agencies  involved  in  this  process  about  what 
might  put  them  over  the  top,  about  what  might  make  them  one  of 
the  final  six  or  whatever. 

And  it  is  very  important  in  that  context  that  messages  from  the 
Federal  agencies,  from  the  Federal  leaders  in  this  effort  convey  the 
importance  of  links  to  human  service  activities.  If  that  message  is 
not  conveyed,  there  is  very  little  hope  of  meaningful  activity  at  the 
State  and  local  levels. 

Chairman  Ford.  What  about  the  Children's  Defense  Fund  and 
the  Casey  Foundation  and  the  Public  Welfare  Association.  Are  you 
all  conducting  any  type  of  seminars  with  urban  areas,  talking 
about  the  human  development  aspect  of  the  empowerment  zones? 

You  mentioned  something  earlier,  Mr.  Nelson,  about  it.  I  want  to 
know,  did  you  say  something  would  be  scheduled  soon? 

Mr.  Nelson.  We  have  sort  of  an  ongoing  initiative  as  a  founda- 
tion that  we  began  3  months  ago  to  work  with  our  grantees  who 
are  in  the  process  of  trying  to  think  through  this  issue  of  bringing 
services  and  support  down  to  the  community  level.  We  are  seeking 
to  support  their  efforts  to  be  actively  involved  in  the  planning  and 
implementation  of  empowerment  zones  and  enterprise  communities 
both  with  technical  assistance  and  with  conferences  like  the  one  we 
are  holding  this  Friday. 

Chairman  Ford.  You  are  having  a  conference  on  Friday? 

Mr.  Nelson.  Right. 

Chairman  Ford.  Here?  Where? 

Mr.  Nelson.  In  Greenwich,  Conn.,  where  our  foundation  is  lo- 
cated. 

Chairman  Ford.  And  the  grantees? 

Mr.  Nelson.  The  grantees  that  have  been  invited  are  those  lo- 
cated in  a  community  that  has  eligibility  for  EZ  designation.  They 
are  being  asked  to  come  to  the  meeting  to  think  through  how  they 
can  bring  together  these  forces,  how  they  can  in  fact  incorporate 
into  their  plans  this  vision  of  marrying  economic  development  and 
human  development. 

And  we  also  have  been  encouraging  that  kind  of  effort  through 
some  small  technical  assistance  grants  to  communities  that  have 
made  a  commitment  to  bring  together  the  human  development/ 
child  and  family  side  with  the  economic  development/job  develop- 
ment side. 

Chairman  Ford.  Just  in  case  a  potential  grantee  has  not  made 
contact  with  the  Casey  Foundation,  is  it  too  late  for  them  to  call 
if  they  meet  the  qualifications  of  eligibility  for  empowerment  zones? 

Mr.  Nelson.  They  would  be  welcome  to  call  us. 

Chairman  FORD.  Now,  Mr.  Johnson  of  the  Children's  Defense 
Fund,  do  you  all  have  contact  persons  within  your  organization 
that  potential  grantees  can  communicate  with  regarding  the 
human  development  side  of  these  applications? 

Mr.  Johnson.  They  can  call  me  at  the  Children's  Defense  Fund 
and  I  will  be  sure  to  connect  them  with  appropriate  staff  in  our 
agency.  We  have  been  focusing  our  efforts  at  CDF  on  trying  to  help 
child  advocates  be  aware  that  these  opportunities  are  out  there.  We 
want  to  get  some  folks  from  the  children's  community  and  the  fam- 
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ilies'  community  to  start  pounding  on  the  doors  of  State  agencies 
and  municipal  agencies  to  try  and  get  themselves  into  this  process. 

Chairman  Ford.  One  of  the  things  that  I  am  trying  to  do  is  to 
make  sure  that  all  of  the  communities  are  aware  that  the  human 
development  aspect  of  it  must  be  developed  with  participants  from 
the  communities.  They  need  to  know  this  as  all  of  these  commu- 
nities go  through  a  process  of  holding  public  hearings  and  digesting 
information  and  formulating  some  type  of  an  application  to  be  sub- 
mitted. 

The  Public  Welfare  Association,  have  you  all  opened  the  door  for 
the  communities,  and  have  all  of  your  commissioners  throughout 
the  country  done  the  same? 

Mr.  Stangler.  We  have  had  several  workshops  at  our  council 
meetings  last  week  in  Washington.  We  had  several  administration 
officials  to  talk  about  it.  But  it  has  been  largely  a  dissemination 
of  information  effort.  It  is  going  to  have  to  come  from  the  Federal 
Government  to  say  this  is  how  it  will  be  and  where  we  will  play. 

Chairman  Ford.  Thank  you  very  much.  I  am  sorry,  Mr.  Neal,  I 
have  taken  so  much  of  your  time.  Go  right  ahead,  sir. 

Mr.  Neal.  Thank  you,  Mr.  Chairman.  I  in  fact  found  your  com- 
ments to  be  helpful,  very  helpful.  I  thought  the  panelists  certainly 
lent  some  support  to  the  notion  that  a  strong  human  services  com- 
ponent in  the  application  might  indeed  boost  the  chances  for  suc- 
cess. 

Mr.  Nelson,  would  you  elaborate  on  your  comments  about  State 
participation.  You  spoke  of  the  role  the  State  plays  in  this  process. 

Mr.  Nelson.  I  think  that  the  message  that  we  have  heard  about 
the  role  of  the  States  is  this:  While  we  know  States  are  the  "legal" 
recipients  of  the  social  services  block  grant  money,  their  sub- 
stantive relationship  to  the  plans  that  are  developed  by  candidate 
communities  and  their  role  in  implementing  those  plans  has  been 
left  very  unclear. 

And  what  I  am  suggesting  is  that  the  law  permits  and  the  direc- 
tion from  the  Federal  Government  ought  to  encourage  a  major  role 
of  State  government  both  as  a  supporter  of  the  planning  process 
and  as  an  eventual  contributor  of  resources  to  a  more  locally  fo- 
cused, locally  organized  human  service  system. 

A  number  of  States,  including  Missouri,  including  Tennessee, 
have  on  their  own  begun  to  move  in  this  direction  in  order  to  im- 
prove human  services.  It  seems  to  me  that  this  initiative  ought  to 
bring  those  and  other  States  into  the  process  and  make  them  ac- 
countable for  contributing  to  its  success. 

For  example,  I  would  have  been  encouraged  by  more  signals  from 
the  administration  that  a  commitment  by  key  State  agencies  to 
support  these  communities  over  the  long  haul  would  amount  to  an 
important  advantage  to  getting  designated  as  an  empowerment 
zone  or  enterprise  community.  That  action  would  send  a  clear  sig- 
nal to  Gary's  colleagues  about  the  role  that  they  were  expected  to 
play  and  I  think  many  States  would  be  willing  to  play. 

Mr.  Neal.  Thank  you,  Mr.  Chairman. 

Chairman  Ran  GEL.  Let  me  thank  the  panel.  I  would  have  hoped 
that  one  of  the  things  we  could  have  gotten  out  of  the  this  concept 
was   that  you  professionals   would   know   how   mayors   and   many 


141 

times  Governors  are  forced  to  condition  their  social  services  policy 
based  on  the  reimbursement  formula. 

And  I  have  heard  mayors  just  decide  which  units  in  hospitals  are 
going  to  be  closed  and  which  are  going  to  be  open  based  on  the 
availability  of  Federal  funds.  And  yet  everyone  knows,  if  you  are 
dealing  with  a  person  with  a  problem,  you  just  can't  deal  with  it 
as  to  what  agency  has  the  specific  jurisdiction  and  what  category 
does  he  or  she  fall  in. 

And  so  here  we  have  a  wonderful  opportunity  where  the  provid- 
ers, the  nonprofits,  the  States  would  have  a  chance  to  tell  the  Con- 
fress  without  looking  for  any  political  retaliation,  that  you  just 
on't  get  it.  You  can't  just  give  us  a  drug  addict  and  tell  us  to  reha- 
bilitate him.  He  can't  read.  He  can't  write.  He  can't  get  a  job.  So 
we  detox,  where  do  we  go.  I  don't  know,  especially  after  listening 
to  Secretary  Cuomo  who  wants  it  all  to  come  up  from  the  grass- 
roots, whether  the  grassroots  would  recognize  the  complexities  of 
the  jurisdictions  of  the  Congress  and  the  jurisdiction  of  the  depart- 
ments and  the  jurisdiction  of  the  agencies  where  down  there  they 
just  want  help. 

Do  you  see  this  program  providing  any  assistance  where  people 
on  the  local  level  can  say  just  don't  bother  with  the  dollars  and  we 
can  do  it  better? 

Mr.  Johnson.  We  do  see  great  opportunities  in  that  respect.  One 
of  the  exciting  things  about  the  new  title  XX  provisions,  and  others, 
in  the  empowerment  zone  legislation  is  its  potential  ability  to 
break  out  of  the  categorical  funding  restrictions.  The  process  allows 
communities  to  really  step  back  and  think  in  a  more  holistic  way 
about  how  to  deal  with  whole  families,  whole  neighborhoods,  and 
whole  communities. 

An  integrated  effort  at  the  community  level  can  build  on  the 
funding  streams  that  are  already  in  place,  and  identify  more  cre- 
ative funding  approaches.  These  new  title  XX  funds  can  play  a  ter- 
ribly important  role  in  filling  in  the  gaps  and  in  giving  States  and 
communities  some  of  the  crucial  flexibility  required  to  meet  fami- 
lies' needs  appropriately.  Too  often  families'  needs  fall  betwixt  and 
between  categorical  program  restrictions. 

Chairman  Rangel.  How  would  the  Children's  Defense  Fund — I 
mean  you  are  out  there,  you  are  on  the  front  line.  You  lobby  for 
what  is  out  there,  so  you  are  for  or  against  or  you  put  in  your  legis- 
lation, but  ultimately  you  are  going  to  be  stuck  with  where  the  pol- 
itics go.  Right? 

If  we  don't  adopt  your  idea,  then  you  have  to  see  what  is  going 
to  be  adopted.  Here  is  an  opportunity  for  you  to  go  beyond  your  leg- 
islative initiative  and  go  right  in  the  community  and  say,  stick  it 
to  them  while  you  have  the  opportunity  and  insist  that  you  do  this. 
Is  that  being  done? 

Mr.  Johnson.  Well,  we  have  taken  several  opportunities  to  work 
through  our  networks  of  child  advocates.  In  our  recent  annual  con- 
ference in  Cincinnati  in  early  March  the  enterprise  community/ 
empowerment  zone  initiative  was  mentioned  in  a  number  of  work- 
shops to  try  and  make  sure  that  the  people  in  our  networks  know 
about  the  big  opportunity  it  provides. 

In  some  sense,  we  have  a  problem  similar  to  that  of  the  mayors' 
offices.  Many  in  our  network  of  people  who  care  about  children  and 
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families  do  not  pay  a  lot  of  attention  to  things  that  show  up  in  the 
economic  development  columns  of  newsletters  where  the 
empowerment  zone  legislation  has  gotten  the  most  attention. 
Therefore,  it  hasn't  necessarily  caught  the  eye  of  human  service  ad- 
vocates across  the  country.  We  have  been  trying  to  do  what  we  can 
to  make  sure  that  it  does  catch  their  attention. 

Chairman  Rangel.  You  prepared  literature  to  alert  communities, 
at  least  your  people,  as  to  how  they  could  have  input  into  these. 

Mr.  Johnson.  That  is  right. 

Chairman  Rangel.  Could  you  share  that  with  us,  because  many 
Members  of  Congress  and  on  this  committee  are  thinking  we  are 
providing  oversight  over  plans  that  are  being  proposed  now  and  yet 
I  don't  know  what  to  insist  that  would  be  there.  I  don't  know 
whether  the  Children's  Defense  Fund  is  working  in  New  York  with 
the  mayor  or  with 

Mr.  Johnson.  Let  me  be  clear.  We  haven't  had  the  capacity  to 
work  on  the  ground  in  communities  and  at  the  city  level.  We  have 
tried  to  respond  to  questions  as  we  have  gotten  them  about  where 
people  can  turn  for  help  and  about  the  basic  opportunities  and  pro- 
visions. We  haven't  had  the  technical  assistance  capacity  to  actu- 
ally sit  down  with  the  mayor,  the  new  mayor  in  New  York,  or  else- 
where. 

Chairman  Rangel.  But  you  have  alerted  your  people  in  the  field 
to  get  involved  with  whoever  is  drawing  up  a  plan  no  matter  how 
it  is,  get  involved  and  get  these  ideas  across. 

Mr.  Johnson.  That  is  right. 

Chairman  Rangel.  OK  I  want  copies  of  those  ideas.  You  all 
have  them? 

Mr.  Johnson.  I  would  be  happy  to  get  those  to  you.  And  we  have 
seen  this  testimony  as  another  opportunity  to  do  that. 

Chairman  Rangel.  Exactly. 

[The  information  follows:! 
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Marian  Wright  Edelman, 
President 


Reclaiming  poor  neighborhoods 


New  federal  aid  targets  community  development 


For  the  first  time  in  more 
than  a  decade.  America's 
poor  communities  have 
access  to  significant  new  fed- 
eral funds  to  reclaim  depressed 
neighborhoods  and  put  job- 
less residents  back  to  work. 
Coupled  with  the  child  and 
family  investments  recently 
enacted  in  the  Children  s  Ini 
liative  of  the  Budget  Recon- 
ciliation Act  (see  page  4  and 
September  CDF  Reports'), 
this  new  money  for  a  wide- 
range  of  human  ser- 
vices is  a  major  op- 
portunity for  advo- 
cates serving  low- 
income  children 
and  families.  Ad- 
vocates should 
contact  local 
elected 


officials  and  other  community 
leaders  now  to  begin  strate- 
gizing  on  how  their  commu- 
nities can  compete  for  the 
funds  and  use  them  effectively. 
The  most  substantial  new 
federal  aid  will  be  channeled 
to  poor  urban  and  rural  areas 
designated  as  "empowerment 
zones"  or  "enterprise  commu- 
nities" under  pro- 
visions of  the  Bud- 
get Reconciliation 
Act.  The  areas  will  be 
selected  in  1994  by 
the  U.S.  Depart- 
ment of  Hous- 
ing and  Urban 
Development 


(urban  areas)  and  the  U.S. 
Department  of  Agriculture 
(rural  areas)  in  conjunction 
with  an  interagency  Enter- 
prise Board.  A  total  of  31  bil- 
lion over  two  years  will  be 
available  to  these  areas  under 
the  Tide  XX  social  services 
block  grant  for  services  pro- 
moting self-sufficiency  or  pre- 
venting or  remedying  child 
abuse  or  neglect.  Another 
$2.5  billion  over  two  years 
will  flow  to  the  same  areas 
in  the  form  of  tax  incentives, 
primarily  wage  credits  for 
businesses  hiring  area  resi- 
dents and  special  authority 
to  use  tax-exempt  bonds  to 
help  finance  businesses  in 
the  areas.  To  be  selected  for 
cither  designation,  local  areas 
must  prepare  a  comprehen- 
sive strategic  plan  for  eco- 
nomic, human,  community, 
and  physical  development 
and  show-  that  the  community 
at  large  took  part  in  forming 
the  plan. 

Although  104  communities 
will  gel  assistance,  the  bulk 
of  the  aid  will  be  targeted  to 
just  nine  communities  —  six 
urban  and  three  rural  —  cho- 
(Seepage2) 
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Community  development 

(Continued  from  page  I) 
sen  as  empowerment  zones. 
This  intensive  help  will  allow 
those  communities  to  do  the 
kind  of  follow-through  that's 
never  been  possible  before, 
says  John  Sheiner,  u\  coun- 
sel to  Rep.  Charles  Range! 
(D-NY).  a  major  proponent 
of  the  legislation. 

New  youth  funds 

Federal  grants  also  will  be 
available  under  a  new 
Youth  Fair  Chance  program, 
which  seeks  to  guarantee  a 
comprehensive  range  of  edu- 
cation and  training  services 
to  all  youths  and  young  adults 
ages  14  through  30  living  in 
selected  high  poverty  neigh- 
borhoods A  total  of  SSO  mil- 
lion, already  approved  by 
Congress  as  a  supplemental 
FY  1993  appropriation,  must 
be  spent  by  die  U.S.  Depart- 
ment of  Labor  (DOL)  by  June 
30.  1994.  Up  to  25  grants  will 
be  awarded  during  the  pro- 
gram's first  year. 


Advocates  should  cont.u  t 
their  community's  Private  In- 
dustry Council  (PIC)  to  begin 
discussing  plans,  says  Bill 
Zavarello,  legislative  aide  to 
Rep.  Maxine  Waters  (D-CA), 
who  led  the  effort  in  Congress 
to  secure  appropriations  for 
Youth  Fair  Chance  While 
Youth  Fair  Chance  projects 
also  must  be  developed 
through  a  community  plan- 
ning process,  funds  for  the 
program  will  flow  through 
PICs  to  community  agencies 

A  second  new  federal  ini- 
tiative,  (he  YouthBuild  pro 
gram  administered  by  HUD, 
will  provide  a  total  of  $40 
million  by  June  30,  1994,  to 
local  projects  that  combine 
bousing  construction  or  re- 
habilitation with  job  training 
for  disadvantaged  youths  in 
poor  communities.  (Congress 
was  still  debating  FY'  1C>M  i 
appropriations  for  Youth 
Fair  Chance  and  Y'outhBuild 
at  press  time.) 

In  addition,  the  National 
and  Community  Service  Trust 


Act,  enacted  by  Congress  in 

raber,  will  enable  large 

numbers  of  young  people  to 

work  as  lull-time,  stipended 


volunteers  to  take  on  new 
projects  and  address  long- 
standing unmet  community 
needs.    ^ 


How  to  get  more  information 

Exact  timelines  for  selection  of  empowerment  zones, 
enterprise  communities.  Youth  Fair  Chance,  and 
YouthBuild  sites  had  not  been  set  at  press  time,  but  in- 
formation will  be  published  this  fall  in  the  Federal  Reg- 
ister. For  copies  of  diose  notices  or  legislative  summaries 
of  the  new  initiatives,  call  T'Wana  Lucas  at  CDF,  202- 
662-3542. 

Other  ways  to  get  information 

Empowerment  zones  and  enterprise  communities 

•  I  rban  communities  may  get  public  notices  by 
contacting  the  U.S.  Department  of  Housing  and  Urban 
Development  (HUD),  451  7tb  St..  S\V,  Rm.  ^136,  Wash- 
ington, DC  20410,  202-708-2035. 

YouthBuild 

•  For  public  notices,  contact  Mike  McMahon  at 
HUD,  Rm  7134,  202-708-2035. 

•  To  check  on  the  status  of  YouthBuild  funding  or 
for  general  information  about  the  YouthBuild  program 
model,  contact  YouthBuild  USA,  58  Day  St.,  P.O.  Box 
440322,  Somerville,  MA  02144,  617-623-9900. 


NC  revamps  its  early  childhood  services 

N 


orth  Carolina's  pre- 
schoolers were  big 
winners  this  summer 
when  the  state  legislature 
adopted  Gov.  Jim  Hunt's 
Smart  Start  initiative,  the  first 
step  in  a  drive  to  give  all 
young  children  in  the  state 
the  chance  to  start  school 
healthy  and  ready  to  learn 
The  initiative  gets  under 
way  this  month,  when  1 1 
counties  will  be  awarded 
state  grants  to  create  local 
nonprofit  partnerships  for 
children  made  up  of  a 
nity  organizations  and  agen- 
cies. Each  count)'  partnership 
will  oversee  delivery  of  a 
broad  range  of  coordinated 
services  to  county  preschool 
ers  and  their  familii  n 

To  support  and  guide  1 1 11 


county  partnerships,  the  ini- 
tiative creates  a  statewide 
North  Carolina  Partnersliip 
for  Children,  Advocates  hope 
the  state-level  group,  which 
includes  private-  and  public 
sector  representatives,  will 
attract  funding  from  founda- 
tions, private  industry,  and 
federal  sources  to  supplement 
the  state's  investment  in  Smart 
Stan  says  Michele  Rivest  of 
the  North  Carolina  Child  Ad- 
vocacy Institute  State  fund- 
ing lor  the  local  partnerships 
million  in  FY  1993- 
>  1  it  the  legislature  has 
not  yet  determined  the  amount 
and  timing  of  public  funding 
for  partnerships  in  the  sur<  5 
remaining  88  counties. 

Smart  Stan  also  seeks  to 
strengthen  the  quality  ol  ex- 


isting child  care  services  for 
children  in  all  100  counties. 
The  initiative  requires  better 
staff-child  ratios  in  licensed 
child  care  programs,  adds 
funding  for  10  more  inspec- 
tors to  improve  child  care  li- 
censing compliance,  and  pro- 
vides continuing  education 
stipends  for  day  care  teach- 
ers. In  separate  actions,  the 
legislature  also  approved  $1.1 
million  in  capital  funds  for 
Head  Start  classrooms  and  in- 
creased funding  tor  child  care 
resource  and  referral  services. 
Rivest  attributes  this  year's 
legislative  victories  to  strong 
political  leadership  by  Gov. 
Hunt  and  North  Carolina 
House  Speaker  Dan  Blue  and 
ti  1  1  it.  1  tive  child  advocacy. 
Now  advocates  face  the  chal- 


lenge of  good  implementation. 
"Success  will  depend  on 
whether  local  partnerships 
have  the  flexibility  to  be  cre- 
ative,   says  Sue  Russell,  ex- 
ecutive director  of  the  Day 
Care  Services  Association  and 
co-chair  of  die  North  Carolina 
Child  Care  Coalition,  wlm  h 
led  a  lively  grassroots  cam- 
paign to  support  Smart  Start 
Advocates  want  to  be  sure 
lhal  quality  improvements 
accompany  the  expansion  of 
sen  ices,  especially  in  the 
poorest  counties,  says  Rivest, 
also  a  coalition  co-chair. 

For  information,  contact 
Michele  Rivest,  \<>rth  Caro- 
liua  Child  Advocacy  Insti- 
tute. 1$  18  Dale  St..  Suite 
110.  Raleigh,  NC,  27605, 
919-834-6623.    Sj£ 
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A  Voice  For  Children 


ms  Sherri  Gorktall 

Children's  Defense  Fund 


CD!  District  of  Columbia  25  I.  St 

^Washington.  IX   2000!    Phyllis  W< 
Dirc(  tor 


by  Marian  Wright  Edebnan 


Reversing  a  selfish,  short-sighted  legacy 


i 


.  dismayed  during  the  recent  debate  on  Preside 
I  ton's  economic  plan  to  hear  many  well-to-do  Americans 
decry  the  costs  of  modestly  increased  investments  in  children 
and  families.  You  may  have  heard  similai  comments  all 
the  investments  arc  on!)  a  small  proportion  of  the  entire 
pat  kage,  and  only  the  wealthiesl  Americans  are  being  asked 
to  contribute  in  increased  taxes. 

This  re. i.  tion  from  someol  those  who  arc  blessed  with  the 

highest  standard  of  living  in  the  world  brings  home  ti 

the  work  Mil)  ahead  to  nod.!  the  selfish  shod  sighted  legacy 

of  the  past  decade,  in  which  personal  v  nsump- 

became  paramount,  and  sharing  and  concent  forth       imi  od  was  brushed 

It  s  greed  and  selfishness  that  are  dangerously  naive  \\  e  can  t  afford  to  forget 
that  America  has  a  shrinking  pool  of  children  to  support  our  aging  population  and 
from  w  hich  to  build  our  future  work  force.  Our  nation  needs  even  child  to  become 
a  productive  and  responsible  citizen,  and  this  means  we  have  to  get  rid  of  the  illu- 
si  t\  distant  'it  in  bctw  cen  "those  children"  and  "our  children"  and  give  every  cluld 
a  gi "  id  stan  in  life  Hi  iw  many  potential  Colin  Powells, 
Uice  Y\  alkers,  <  ondoleeza  Rices,  Dauiel  Inouyes,  and 
Henry  Cisneroses  will  our  nation  waste  before  it  rec- 
ognizes that  our  future  is  as  inextricably  tied  to  die 
well-being  of  poor  and  minority  children  as  to  the 
well-being  ot  affluent  White  children? 

It  is  also  naive  to  believe  that  America  can  allow 
more  than  a  fifth  of  its  children  to  live  in  poverty 
while  surrounded  by  affluence  and  not  pay  the  consequences.  How  can  we  realis- 
tically expect  homeless  children  with  no  place  of  their  own  to  learn  to  respect  the 
private  property  ot  others?  The  rage  and  pain  of  homeless,  hopeless,  and  neglected 
children  will  explode  in  violence  in  wealthy  neighborhoods  as  well  as  poor  ones 
■  st  in,  and  protect  all  of  our  children  . 

Many  Americans  fantasize  that  absolute  self-sufficiency  is  the  only  1 1  irrect  u  aj 
But  !•  ital  self-sufficiency  is  a  fantasy.  For  example,  housing  assistance  tor 
middle  and  upper-income  families  in  the  form  of  the  mortgage  interest  deduction 
and  other  homeownership  tax  breaks  amounted  to  S~S  billion  in  1990,  almost 
four  times  as  much  as  the  government  spent  that  year  on  housing  assistance  for 
low  income  families. 

f  don't  begrudge  the  wealthy  their  incomes  and  benefits  as  long  as  children's 
basic  needs  ot  food   shelter,  health  care,  child  care,  and  education  are  met,  but 
they  aren't   The  number  of  millionaires  almost  doubled  in  the  1980s,  while  the 
number  of  poor  children  increased  by  nearly  30  percent. 

America  must  ensure  children  the  same  floor  of  economic  security  we  provided 
the  elderlv  in  the  1970s.  No  family  with  a  full-time  wage  earner  should  have  to  raise 
its  children  in  poverty  I'm  grateful  that  the  president  affirmed  and  acted  on  thai 
principle  In  expanding  the  Earned  Income  Credit,  but  we  still  have  far  to  go   So 
once  again  I  ask  v  on  to  speak  out  to  foster  a  personal  and  publk  ethic  that  will  not 
allow  the  desires  oi  the  privileged  to  take  precedence  over  the  survival  needs  of 
less  privileged  children  and  families.  And  all  of  us.  whatever  our  incomes,  can  be- 
gin D  i  rebuild  community  in  America,  living  in  less  selfish  and  mi  ire  purposeful  ways 
and  redefining  success  to  include  service  and  responsibility  for  others     ^ 


All  of  us, 

whatever  our  incomes, 

can  begin  to  rebuild 

community  in 

America. 
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Highlights  of  the  Children's  Initiative  and 
community  development  aid 


Family  preservation  and 
support 

The  new  initiative  will  provide  -  : 
over  rive  years  ro  reform  sen  lo 
drcn  and  families  in  crisis. 

Services  to  support  and 
strengthen  families 

•  A  total  of  $930  million  for  services 
i"  prevent  child  abuse  and  neglect  and 
unnecessary  out-of-home  placement  of 
children. 

•  A  significant  portion  of  the  funds  must 
!x-  used  for  community-based  family  support 
programs,  such  as  home-visiting  programs 
or  for  more  intensive  family  preservation 
programs  for  families  in  crisis. 

•  Portions  of  the  funds  also  are  reserved 
for  federal  evaluation  of  service  effectiveness 
and  for  competitive  grants  to  state  courts 

ind  improve  their  role  in  child 
welfare. 

Other  improvements 

•  Increased  funds  for  training  foster  and 
adoptive  parents  and  for  helping  teens  in 
foster  care  prepare  for  independent  living. 

•  Improved  staff  training  and  more  re- 
sources for  data  collection. 


Earned  Income  Credit 
(EIC) 

The  EIC  will  provide  $21  billion  in  increased 
tax  credits  for  1 1  million  low-income 
working  families,  phased  in  over  three  years 
(figures  cited  reflect  fully  phased-in  credit 
expressed  in  1994  dollars). 

Families  with  two  or  more 
children 

•  Credit  will  be  40  percent  of  first  SS.  i25 
in  earnings,  for  maximum  of  $3370. 

•  \\  ill  remain  .it  S3  370  between  $8,425 
and  $1 1,01)0  in  annual  earnings.  Uien  decline 
until  it  phases  out  completely  at  S27.0O0. 

Families  with  one  child 

•  (  redil  will  he  34  percent  of  first  $6,000 
in  earnings,  for  maximum  credit  of  $2,040. 

•  Will  remain  at  $2,040  between  $6,000 
and  $11,000  in  annual  earnings,  then  decline 
until  it  phases  out  at  $23,760. 

Workers  without  children 

•  For  the  first  time,  childless  workers  be- 
tween ages  25  and  64  with  annual  incomes 
below  $9,000  qualify  for  credit;  maximum 
credit  will  Ik-  $306  on  $5,000  income 


Childhood  immunizations 

A  total  of  $585  million  will  provide  free 
vaccine  for  more  than  10.6  million 
preschoolers. 

Benefits  and  eligibility 

•  Starting  PY  1995.  free  pediatric  vaccines 
available  for  all  uninsured.  Medicaid-eligible. 
and  Native  American  children  through  their 
regular  physician  No  eligibility  documenta- 
tion required. 

•  i  •  >sts  charged  by  physicians  for  admin- 
istering vaccines  not  covered,  but  providers 
may  not  deny  vaccines  solely  because  fam- 
ily can't  afford  administration  fee. 

•  For  children  w-iUi  health  insurance  that 
doesn't  cover  immunizations,  free  vaccines 
continue  to  be  available  through  community 
and  migrant  health  centers  and  homeless 
health  care  clinics. 

Vaccine  purchase  and  delivery 

•  Federal  government  negotiates  public- 
purchase  price  with  manufacturers  and  pays 
for  vaccines  for  all  eligible  children  includ- 
ing those  enrolled  or  eligible  for  Medicaid. 

•  States  may  purchase  vaccines  at  federal 
purchase  price  for  children  not  covered  by 
federal  program. 

■  Providers  obtain  free  vaccines  directly 
from  manufacturers 

Relationship  with  Medicaid 

•  Each  state  Medicaid  plan  must  include 
immunization  program,  but  federal  govern- 
ment pays  entire  cost  of  vaccines. 

•  state  Medicaid  programs  pay  adminis- 
tration fees  for  Medicaid-enrolled  children. 

•  Medicaid  eligible  children  need  not 
enroll  in  Medicaid  to  receive  free  vaccine; 
providers  need  not  participate  in  Medicaid 
to  obtain  free  vaccine 


Food  stamp  reform 

The  Mickey  I  eland  Childhood  Hunger  Re- 
lief Act  will  provide  S2.5  billion  in  added 
benefits  over  five  years 

Shelter  deduction 

•  Increases  cap  on  housing  costs  house- 
holds may  deduct  in  determining  eligibility 
and  level  of  benefits  from  $200  to  $231  starting 
July  1994,  dien  to  $2-*~  starting  Oct  1 .  L995. 

•  Eliminates  cap  completely  on  Jan.  1, 

•  Raises  value  of  vehicle  households  may- 
own  to  $5,000  on  Oct    1 .  1996  (with  inter 
mediate  increases  in  1994  and  1995)  and  in- 
dexes the  $5,000  limit  to  inflation  thereafter. 


•  Excludes  earnings  of  high  school  stu- 
dents through  age  21  in  determining  house- 
hold benefits,  starling  September  1994. 

•  Ext  Hides  EIC  lump  sum  payments  in 
determining  benefits  for  households  contin- 
uously participating  in  food  stamp  program 

•  Deducts  payments  for  child  sup|H>n  from 
parent's  income  m  determining  eligibility 

•  Allow  s  relatives  living  together  but  not 
purchasing  and  preparing  food  together  to 
be  separate  food  stamp  household 

tivc  September  1994. 


Community  development  aid 

New  federal  aid  will  be  cliannelcd  to  poor 
urban  and  rural  areas  through  several 
initiatives  —  empowerment  zones,  enterprise 
communities,  and  the  Youth  Fair  Chance 
and  YouthBuild  programs 

Empowerment  zones 

•  Five  big  cities,  one  mid-sized  city,  and 
three  rural  areas  selected  during  1994  by- 
secretaries  of  agriculture  and  housing  and 
Enterprise  Board;  designation  lasts  10  years. 

•  Specified  eligibility  requirements  in- 
clude general  poverty  rate  of  at  least  20  per- 
cent; strategic  plan  required. 

•  Total  of  $2.5  billion  in  tax  incentives. 
n  istlv  n  age  credits  for  hiring  zone  residents. 

•  Authority  to  use  tax-exempt  bonds  to 
help  finance  variety  of  businesses. 

•  Total  of  $720  million  in  Title  XX  grants 
to  zones  over  two  years  for  a  wide  range  of 
social  and  human  services. 

Enterprise  communities 

■  Sixty-five  urban  and  30  rural  communi- 
ties selected  in  1994  and  1995.  with  author- 
ity to  use  tax-exempt  bonds  to  help  finance 
businesses;  designation  lasts  10  years. 

•  Total  of  $280  million  in  Title  XX  grants 
over  two  years  to  participating  communities 
for  social  and  human  sen  ices 

Youth  Fair  Chance 

•  1  p  to  -'5  neighborhoods,  generally  with 
poverty  rates  of  at  least  30  percent,  selected 
in  1994  by  the  secretary  of  labor. 

•  Total  of  $50  million  for  a  wide  range 
of  youth  employment  and  training  services 
awarded  In  June  50,  1994. 

YouthBuild 

•  Replicates  successful  local  projects 
that  engage  youths  in  housing  construction 
or  rehabilitation 

•  Total  of  $40  million  awarded  by  the 
secretary  of  housing  by  June  30,  1994.    ^ 
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Special  Report 


Summer  Food  Service 


Help 
feed 
more 


CDF  REPORTS 


Advocates  <  an  act  now  to  help 
millions  oi  I  S  children  who 
otherwise  may  needlessly  miss 
nutritious  meals  and  valuable  learning 
next  summer.  By  taking  full  advantage 
o(  the  federal  summer  Food  Service 
Program  (SFSP).  advocates  can  trans- 
form children's  idle  summers  into  times 
health,  learning,  and  growth 
and.  at  the  same  time,  mobilize  their 
communities  to  combat  hunger  and 
poverty. 

The  vastly  underused  SFSP.  admin- 
istered by  the  U.S.  Department  of  Agri- 
culture (I'SDA),  reaches  only  about  15 
percent  ol  the  roughly  13  million  chil- 
dren who  eat  free  or  reduced-price  meals 
during  the  school  year.  "The  opportu- 
nity and  the  money  are  there  for  local 
advocates  to  change  that,"  says  Darold 
Johnson,  CDF's  deputy  director  of  pro- 
grams and  policy.  Because  SFSP  is  an 
entitlement,  no  organization  that  qual- 
ifies to  set  up  and  run  SFSP  meal 
:es  may  be  denied  federal 
unding.  Moreover,  no  state 
or  local  match  is  required. 
SFSP  may  be  many  poor 
and  near-poor  children's 
only  guarantee  of  ade- 
quate nutrition  during 
the  summer  months. 
This  summer  die  only 
decent  meal  that  Ricardo, 
age  seven,  and  his  five  young- 
er siblings  had 
all  day  often 
\\  as  the 
sand- 
i  wich, 
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fruit,  and  milk  they  got  through  SFSP 
The  children's  parents  are  seasonal 
workers  in  the  apple  orchards  near  the 
small  town  of  Manson.  Washington 
Asked  what  he  and  his  sisters  and  broth- 
ers eat  on  weekends  when  the  feeding 
site  is  closed,  Ricardo  answered,    Tor 
tillas,  maybe  apples  from  the  field." 

Beyond  ensuring  children  nutritious 
meals,  SFSP  can  and  should  be  used  to 
strengthen  communities  more  broadly, 
says  Johnson  For  example,  feeding 
sites  can  combine  meal  service  with 
recreation  or  academic  and  cultural 
enrichment  for  the  children.  Advocates 
also  can  work  with  summer  food  spon- 
sors to  increase  outreach  on  food  stamps. 
WIC,  immunizations,  and  other  criti- 
cal services  for  children  and  families. 
Ultimately,  Johnson  says,  summer  food 
should  be  seen  as  an  opportunity  for 
organizing  communities  and  helping 
poor  people  take  sustained  action  to 
improve  their  lives. 


Renewed  interest 

Ed Morawetz.  I'SDA  tood  program 
specialist  with  lead  responsibility 
for  SFSP.  says  the  key  to  expanding  die 
program  is  to  recruit  more  eligible  spon- 
sors to  operate  feeding  sites  There 
were  about  3,000  sponsors  nationwide 
operating  some  23.000  feeding  sues 
that  together  served  almost  2  million 
children  daily  in  the  summer  of  1992, 
the  latest  \ear  for  which  there  are  na- 
tionwide data  Many  advocates  say 
there's  no  better  time  than  n<  <■■.: 
cus  on  SFSP     There's  renewed  interest 
among  advocates  and  the  new  leader- 
ship in  the  I  SDA  in  expanding  summer 
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Help  leed  more  children 

ued  from  page  5) 
food  sa\s  Mike  Itaga.  senior  field  or- 
ganizer for  the  Food  Research  and  Ac- 
tion Center  in  Washington,  DC.  "With 
federal  reauthorization  of  the  program 
coming  up  next  year,  this  is  a  particu- 
larly good  time  to  launch  a  nation 
wide  campaign  for  greater  support." 


"In  the  summertime 

or  anytime,  childhood 

hunger  is  unconscionable 

in  this  rich  country 


Advocates  can  help  in  a  number  of 
ways: 

•  Become  food  service  sponsi  >rs 
and  recruit  other  organizations  to  do 
the  same. 

•  Help  link  food  service  profession- 
als with  Ci  illege  students,  summer  camp 
operators,  churches,  or  others  who  can 
provide  summer  learning  activities  for 
children.  Look  also  for  ways  to  link 
summer  food  service  with  those  doing 
community  outreach  on  food  Stamps, 
\\  K  ;,  immunizations,  and  other  impor- 
tant sen  11  es 

•  Advocate  for  changes  in  SFSP  leg- 
islation that  would  allow  more  children 
to  participate  <See    Making  a  good 
program  better."  page 


Food  and  education 

SFSP  law  requires  all  sponsors  to  of- 
fer ongoing  sen  ices  of  some  type 
to  the  community,  and  sponsors  are 
stn  .ngl\  encouraged  to  Offer  m  Ration 
al  activities  along  with  meals  at  each 
site  Many  sponsors  do  very  little  to  pro 
vide  services  other  than  meals,  however. 
i  Di  has  initiated  or  helped  coordinate 
around  the  country  that  have 
gone-  beyond  meal  service,  building 
full-day  academic  and  cultural  enne  h 
ment  programs  around  summi 

This  past  summer,  for  the  second 
year  m  a  row    the  CDF  office  in  Mail 


boro  County.  South  Carolina,  operated 
academic/recreation  programs  at  sev- 
eral school-based  summer  food  sites 
in  tin-  >  ountj   The  structured  and  rig- 
orous academic  program  offered  at 
three  sites  continues  during  the  school 
y<  .a  .^  an  after-school  program  for  the 
children  enrolled  in  the  summer  pro 
gram.  At  three  other  sites,  the  Food, 
Learning,  and  Fun  program  offered  a 
less  a<  .identically  oriented  experience 
for  children  ages  four  through  18.  Be- 
sides eating  breakfast  and  lunch,  par- 
ticipants worked  on  math  st  ience 
and  reading  skills,  and  chose  from  a 
varietj  of  other  activities,  including 
photography,  public  speaking,  drama, 
music,  and  soccer.  Twenty-five  college 
students  worked  as  counselor-teachers. 

Children  and  parents  alike  loved  the 
program,  st;tff  members  say.  Since  there 
arcni  other  free  summer  recreation 
programs  in  the  area,  parents  were  re- 
lieved that  their  children  had  a  safe 
place  to  go,  says  Marian  David,  CDF- 
Marlboro  County's  education  and  youth 
development  associate.  And  many  par- 
ents were  amazed  at  their  children's 


academic  progress.  David  says  parents 
kept  asking  her,  "What  did  you  do  to 
get  my  child  so  interested  in  reading'" 

Next  year  David  hopes  to  get  parents 
themselves  more  involved,  not  only 
with  the  summer  program,  but  in  other 
education  and  community  activities 
that  u  ill  benefit  their  children  That 
shouldn't  be  hard,  says  Ameta  Hall, 
One  ol  the  college  student  teachers 
this  summer   "These  parents  want  to 
back  their  children." 

(The  CDF-coordinated  Black  Student 
leadership  Network  s   Freedom  Schools" 
offer  another  example  of  successful 
efforts  to  combine  summer  food  and 
academic  enrichment.  See  the  Septem- 
ber issue  of  CDF  Reports.) 

'The  creativity  of  advocates,  sponsors, 
and  state  agencies  has  shown  that  access 
to  summer  food  and  summer  learning 
can  be  significantly  expanded.'  sa\  s 
Haga  "In  the  summertime  or  anytime, 
childhood  hunger  is  unconscionable  in 
this  rich  country  of  our  In  summer  food, 
we  have  a  successful  program  in  place 
that  can  help  Vie  just  have  to  see  that 
it  reaches  all  children  who  need  it       -^ 


Start  planning  now 


Summer  food  sponsors  must  start  working  this  fail  to  have  feeding 
sites  up  and  running  by  next  summer  Whether  you  want  to  spon- 
sor a  site  or  recruit  others  to  do  so.  now's  the  time  to  act. 

Eligible  sponsors  include  public  or  private  nonprofit  schools;  units 
of  local,  municipal,  county,  tribal,  or  state  governments;  residential 
camps  or  National  Youth  Sports  Programs:  and  private  nonprofit  orga- 
nizations. The  U.S.  Department  of  Agriculture  (USDA)  reimburses  spon- 
sors for  meals  served,  transporting  children  and  food  to  feed*' 
other  operating  expenses,  and  administrative  costs. 

SFSP  feeding  sites  may  be  a  school  cafeteria,  church,  park,  or  even 
a  roving  van.  To  be  an  eligible  feeding  site  at  least  50  percent  of  the 
children  living  in  the  area  or  50  percent  of  the  children  attending  the 
site  must  come  from  families  with  incomes  below  185  percent  of  pov- 
erty (below  $25,808  fora  family  of  four  in  1993) 

To  get  involved,  contact  Mike  Haga,  Food  Research  and  Action 
(enter,   1875  Connecticut  Ale..  Ml    Suite  540,  Washington,  DC 
20009,  202  986-2200,  I  I  \  202  986-2525;  or  Ed  Worawetz,  Food 
and  Xulrition  Serine.  USDA,  MO  I  Park  Center  Dr.,  Rin.  1007, 
Alexandria.  VA  22302,  703-305-2620 
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Making  a  good  program  better 


When  the  Summer  Food  Service 
Program  l  SI  SP)  (  oroi 
for  reauthorization  in 
Congress  will  have  an  opportu 
make  some  needed  changes,  says  Mike 
Haga,  Minor  field  organizer  fur  the 
Food  Research  .lirI  Action  (  enter  It 
would  be  shortsighted  not  to  strength- 
en the  program,  he  says,  for  even  a 
modest  increase  in  spending  on  SFSP 
and  other  child  nutrition  programs 
now  will  save  the  nation  much  more 
in  costly  nutrition-related  health  and 
education  problems  later. 

To  increase  children  s  participation 
in  si  SP  says  Haga,  it  will  be  necessarj 
for  the  program  to  attract  more  local 
sponsors  and  help  them  get  new  sites 
established.  Here  is  a  summary  of 
FRAC  s  key  recommendations  for 
SFSP  expansion  and  improvement. 


Site  eligibility 

Nearly  90  percent  of  summer  feed- 
ing sites  qualify  for  funding  be- 
cause they  are  located  in  an  area  in 
which  50  percent  of  the  children  arc 
eligible  to  receive  free  or  reduced- 
price  school  lunches  (that  is.  they  live- 
in  families  with  incomes  below  1 85 
percent  of  the  federal  poverty  line). 
(Sec  "Start  planning  now,"  page  6.) 

Proposed  change:  Reduce  the 
eligibility  criterion  to  40  percent  of 
children  in  the  area  qualifying  for  free 
or  reduced-price  school  meals. 

Rationale:  Large  numbers  of  need)' 
children  live  in  areas  in  which  less  than 
half  of  children  live  below  185  percent 
of  poverty.  The  criterion  was  raised  ti  i 
50  percent  from  33  percent  in  1981 
to  save  money.  Because  eligibility  for 
school  participation  in  the  breakfast 
program  is  set  at  40  percent,  this  change 
would  encourage  schools  to  participate 
in  SFSP  by  creating  greater  conformity 
between  the  programs.  Haga  says  that 
developing  uniform  operating  rules  for 


SFSP  am  I  • 

lunch  programs  ;eradvo- 

( .tic--   long  term  goals 


Private  nonprofits 

^Organizations  eligible  to  sponsor 


agencies,  and  pnva 
nonprofit  organizat 
Current  law  places  spi 
cial  restrictions  on  pri 
vate  nonprofit  spon- 
sors  including  limita- 
tions on  the  number 


is  deducted  from  USDA  meal  reim- 
bursements alter  the  site  star!  - 
ing.  The  proposed  startup  gnu  I 
provide  an  incentive  tor  spun 
develop  i  is  the 

highly  successful  school  break] 
start-up  grants  have  done   says  Haga 


>t    Mil 


such  a 


may  operate  and  the 
number  of  children 
who  may  be  served 
at  each  site 

Proposed 
change:  Eliminate 
these  restrictions,  which 
discourage  private  nonprofit  sponsors 
from  participating. 

Rationale:  Private  nonprofits  are 
the  most  likely  sponsors  for  sites  in 
hard-to-serve  areas,  especially  where 
schools  do  not  participate.  The  prob- 
lems that  original!)  prompted  the  re- 
strictions no  longer  exist  or  can  be  ad- 
dressed in  other,  more  effective  ways, 
says  Haga. 


Start  up  grants 

Proposed  change:  Make  S 1 .000 
startup  grants  available  to  help 
sponsor-.'  ists  of  develop- 

ing a  new  site   with  a  maximum  of 
52,500  :t-up  costs  in- 

clude those  associat<  d  with  finding  or 
modifying  a  site,  preparing  the  USDA 
application,  and  hiring  staff. 

Rationale:  Some  start-up  money 
is  now  available,  but  it  comes  too  late 
in  the  start-up  process  and  the  amount 


Rural  transportation 

Proposed  change:  Increase  re 
imbursement  to  sponsors  in  rur 
art  as  that  provide  trans 
feeding  site- 
Rationale:  At  present   many  rui 
sponsors  cannot  offer  transp 
in  summer  bee  'use  current  reimbur 
ment  rates  are  too  low  to  cover  the 
high  cost  of  rural  transportation.  Ch 
dren  should  not  be  denied  adequate 
nutrition  for  lack  of  transportation. 


State  administration 

FRAC  also  recommends  a  variety 
of  budgetary  ^nd  administrative 
changes  that  will  result  in  more  up- 
front  training  •  ;  ;  i  w  sponsors  and 
better  help  for  sponsors  having  prob- 
lem-, regardless  of  whether  they  arc- 
schools,  government  agencies,  or  pri- 
vate nonprofit-     ^. 
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Successful  state  programs 


B 


y  combining  resources,  state 
-  and  advocates  can 

launch  effective  outreach  cam- 
paigns to  recruit  new  Summer  Food 
sen  ice  Program  (MSP)  sponsors  and 
inform  eligible  families  about  the  pro- 
gram Here  are  four  successful  stale 
strategics: 


New  Mexico 

SFSP  participation  in  New  Mexico 
has  increased  five-fold  since  1987 
to  69,<XXJ  children  this  summer,  largely 
because  of  the  state's  commitment  to 
the  program,  says  New  Mexico  SFSP 
Manager  Kevin  Bersell.  The  New  Mex- 
ico Children.  Youth,  and  Families  De- 
partment, the  agency  responsible  for 
SFSP  in  that  state,  sees  its  job  as  "teach- 
ing people  how  to  do  [SFSP]  right  rather 
than  telling  them  not  to  do  it  wrong." 


Bersell  says.  The  agency  has  staff  work- 
ing on  SFSP  full-time  actively  recruits 
sponsors,  and  provides  ongoing  train- 
ing for  sponsors  after  sites  open  to  help 
si  ih.  e  problems  that  arise. 

Contact  Keiin  Bersell.  Summer  Food 
Service  Program,  2329-B  Wisconsin 
v     WE,  A  louquerque.  NM8711  <>. 
505-841-9410,  FAX  505-841-9423. 


Washington 

Eyeball  to  eyeball  outreach  is  criti- 
cal in  recruiting  sponsors  for  sum- 
mer food,  says  Christy  Porter,  project 
coordinator  for  the  Washington  Food 
Policy  Action  Center.  Porter  makes  her 
pitch  in  person  to  school  boards,  food 
bank  directors.  Boys  and  Girls  Club  di- 
rectors, and  others  all  over  the  state. 
She  pays  special  attention  to  fostering 
partnerships  between  such  groups.  "I 


put  my  left  arm  around  the  school  food 
service  director  and  my  right  arm  around 
the  park  services  director,  and  I  intro- 
duce them ."  While  the  one's  an  expert 
in  serving  meals,  the  other  can  run 
recreational  and  educational  activities 
to  go  along  with  the  food. 

The  bottom  line?  The  number  of 
SFSP  sponsors  in  Washington  rose  from 
56  to  78  during  the  past  year 

Contact  Christy  Porter,  Washington 
Food  Policy  Action  Center,  231510 
N.  Pearl,  Suite  242,  Tacoma,  WA 
98406-2500,  206-627-5750,  FAX  206- 
627-0310. 


Texas 

Close  cooperation  between  the 
Texas  Association  of  Community 
Action  Agencies  (TACAA).  the  Texas 
(See  page  9) 


Summer  food  participation 

Enrollment  in  SFSP  as  a  percentage  ol  enrollment  in  the  school  lunch  program,  1992 
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Successful  slate  programs 

(Continued from  fiage  8j 
Department  of  Human  Services  (which 
administers  SFSP).  and  other  public 
and  private  groups  has  tripled  the 
number  of  SFSP  sites  in  Texas  since 
1988.  The  state  also  has  put  great  ef- 
fort into  publicizing  SFSP  to  families 
that  couid  benefit  from  it.  As  part  of 
that  outreach,  the  Associated  Milk 
Producers,  Inc.,  a  six-state  dairy  co- 
operative, has  produced  and  distrib- 
uted more  than  $100,000  worth  of 
flyers,  posters,  and  audio  and  video 
tapes  that  local  sponsors  use  to  in- 
form families  of  meals  available  in 
their  area. 

Contact  Amy  Cougbenour.  TACAA, 


2512  I.H  35  South.  Suite  210,  Austin. 
TX  78704,  512-462-2555  FAX  5  12- 


Delaware 

More  than  70  percent  of  Delaware 
children  who  get  free  or  reduced- 
price  meals  in  school  take  part  in  sum- 
mer food,  giving  the  state  the  highest 
SFSP  participation  rate  in  the  nation. 
Delaware  illustrates  how  SFSP  not  only 
benefits  cliiidren,  but  also  can  gener- 
ate jobs  In  one  county,  the  Delaware 
Department  of  Public  Instruction,  which 
administers  SFSP,  had  been  contract- 
ing  with  commercial  vendors  to  pre- 
pare meals  for  children  for  the  past  1 0 


years.  This  past  summer  the  agency 
teamed  up  with  the  state  s  Division  of 
Visually  Impaired  to  hire  unemployed 
workers,  including  1 5~  people  with 
disabilities,  to  do  the  job  instead.  The 
switch  has  resulted  in  more  consis- 
tent food  quality,  which  helps  keep 
children  in  the  program,  says  Nancy- 
Ford,  state  education  specialist  for 
SFSP  The  state  now  wants  to  try  the 
same  approach  in  other  summer  food 
sites  as  well  as  in  meal  programs  for 
children  in  family  day-care  homes, 
Ford  says. 

Contact  Nancy  Ford,  Dept.  of  Public 
Instruction.  Tounsend  Bldg..  P.O.  Box 
1402.  Dover,  DE  19905-1102.  302- 
739-4717,  FAX  302-739-4654.     $£. 


How  Summer  Food  Service  began 


The  Summer  Food  Service  Program 
(SFSP)  was  created  in  1968  after 
years  of  work  by  advocates  — 
among  them  CDF  President  Marian 
Wright  Edelman  —  to  call  national  at- 
tention to  severe  childhood  hunger 
in  the  United  States,  particularly  in  the 
South. 

At  a  public  hearing  in  1967  in  Jack- 
son. Mississippi,  held  by  the  U.S.  Sen- 
ate's Subcommittee  on  Employment. 
Manpower,  and  Poverrv,  Edelman  (then 
Marian  Wright,  a  lawyer  for  the  NAACP 
Legal  Defense  Fund),  made  a  plea  for 
the  poor  people  of  Mississippi.  'People 
are  starving,'  she  said     There  is  ab- 
solutely nothing  for  them  to  do.  There 
is  nowhere  to  go,  and  somebody  must 
begin  to  respond  to  them.  I  wish  die 
senators  would  have  a  chance  to  go 
around  and  just  look  at  the  empty  cup- 
boards in  the  Delta  and  the  number  of 
people  who  are  going  around  begging 
just  to  feed  their  children  " 

Senators  Robert  Kennedy  of  New 
York  and  Joseph  Clark  of  Pennsylvania 
were  at  tile  hearing  and  took  Edelman 
up  on  her  offer.  Three  days  later  the 
senators  toured  the  Delta  with  Edelman 
as  their  guide.  In  a  shack  in  Cleveland. 
Mississippi.  Kennedy  saw  a  baby  with 


a  bloated  belly  sitting  in  a  dark  corner. 
He  got  down  with  that  baby  and  tried 
to  get  a  response  and  couldn't,"  Edel- 
man later  recalled.  "And  he  was  visibh 
moved  and  angry,  as  he  should  have 
been.  But  that  was,  I  think,  the  begin- 
ning of  his  real  commitment  to  ending 
hunger  in  tliis  country. " 

The  Kennedy-Clark  visit  to  Mississippi 


and  efforts  by  other  advocates  and 
elected  officials  convinced  the  Senate 
to  form  a  Select  Committee  on  Nutrition 
and  Human  Needs,  whose  work  led  to 
the  creation  of  SFSP,  expansion  and  im- 
provement of  the  food  stamp  program, 
and  later  the  creation  of  WIC  (the  Spe- 
cial Supplemental  Food  Program  for 
Women,  Infants,  and  Children ».     ^ 


Summer  food  programs  vs.  the  need 

1976-1992 


Burou  of  !ilc  t 
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Latino  child  poverty 


Almost  hall  ol  all  Latinos  living  in 
i   tnger 
than  18  according  to  al    S.  Cen 
mis  Bureau  report  released  in  • 
While  Latinos  ai  nlyl2pei 

cent  ol  the  nation  s  child  population  in 

ildrcn 
"Anyone  who  cares  about 
dren  has  to  p.i\  attention  to  what's  hap- 
pening to  Latino  families    sa; 
alyst  ^rloc  Sherman.  Two  in  five  Latino 
ire  poor,  and  Latino  children 
t,  d  for  about  half  of  the  growth 

a  stud)  released  in  |ulj  b)  the  Na 

mic  Imerica,  documents  and 
describes  die  dimensions  of  Latino  pov- 
erty. Among  other  findings,  the-  stud; 
reports  that  in  1991    27  5  percent  of 

i  atino  families  had  at 
least  one  year-round,  full 
time  worker  compared 
with  about  22 
non-Latino  White 
and  about  12  per- 
cent ol  Black  lam- 
ilies  in  povert) 

"The  strong  la- 
bor force  pan 

:  itino  families 
clearly  illustrates 
what's  true  for 
poor  families  in 


tii  guarantee  against  po' 
sa\s  Sherman. 

\\  hile  reducing  Latino  poverty  requires 
multiple  strategies  (including  the  recent- 

ned  In- 
i lit),  universal 
health  in; 

ni  wage 
lolitically 
viable,  neat  term  sti  ps 

to  make  work  m 
warding   according  to 
N(  1  K  ssimh    Ni 
cilN  for  three  other  pub 
lie  poli( )  strategies  to 
reduce  I  .hum  poverty 

:.  ■■■ 
attainment  between  Lin 
nos  and  Whites,  ending 
employment  discrimina- 
tion against  Latin  is,  and 
uarantccing  af- 
fordable lions 
ing  for  Latinos. 

Latinos  (children  and 
adults)  are  three  times  as 
-  to  be  pom 
Latino  Whites,  accord- 
ing to  the  Census 
Bureau  report 
enty-nine  percent  of 
ation's  22.1  million 


sidents  live  in  povert) .  the  re 
iund 
For  more  information  on  Y<  LR's 
study  contact  Sonia  Perez,  \<  LR,  810 


Poverty  rates 

Persons  younger  than  18,  1991 


First  St.,  A  I     Suite  100  H 
2-289  I  (SO  / 
eport,  The  Hispanic  Population 
in  the  United  States  March  1992  (revised), 
send  $  1  75  to  the  Superintendent  of 
Documents,  P.O  Box  371954,  Pittsburgh. 
PA  15250-7954,  202-78 
stock  nam  ■•  '     4£ 
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CDF  at  Work 


Texas  coalition's  work  pays  off  for  children 


Children  in  Texas  will  be  healthier  in 
the  future,  thanks  in  large  part  CO  the 
work  of  the  40-member  Texas  Maternal 
and  Child  Health  Coalition  led  by  CDF- 
Texas  —  and  to  a  truckload  of  apple  pics 
On   Motherhood  and  Apple  Pie  Day," 
the  coalition's  annual  legislative  lobby 
day  in  March,  coalition  representatives 
hand-delivered  a  pie  and  fact  sheets  to 
help  inform  each  state  legislator  about 
child  health  and  other  family  issues. 

That  effort,  along  with  other  advocacy- 
work,  paid  off  when  the  legislature  en- 
acted two  of  the  coalition's  top  priori- 
ties: a  new  universal  childhood  immu- 
nization program  and  a  pilot  program 
for  birth  defects  surveillance.  The  coali- 
tion also  helped  reverse  proposed  bud- 
get cuts  by  the  House  that  would  have 
denied  welfare  benefits  to  7,000  women 
and  children;  eliminated  state  funding 
for  the  W1C  nutrition  program,  thus  re- 
ducing participation  by  14,000  women 
and  children;  and  cut  46,000  pregnant 
women  and  children  from  Medicaid. 

CDF-Texas  Director  Leslie  Lanham, 
who  co-chairs  the  coalition  with  Helene 
Botsonis  of  the  March  of  Dimes  and 
Betsy  Attel  of  the  Texas  Perinatal  As- 
sociation, says,  "Given  the  stale  budget 
deficit  and  deep  cuts  the  House  made 
initially,  just  maintaining  the  status  quo 
for  children  and  families  in  this  session 
would  have  been  a  victory.  But  we  did 
much  more.  We're  extremely  pleased 
with  what  the  coalition  accomplished." 


Thousands  of  churches  and  synagogues 
have  received  Children's  Sabbath 
Organizing  Kits  to  help  them  celebrate 
the  National  Observance  of  Children's 
Sabbaths,  October  15-17,  says  CDF  Re- 
ligious Affairs  Coordinator  Shannon 
Daley  As  of  Labor  Day,  CDF  had  filled 
requests  for  more  than  3,000  kits  for 
Catholic  churches,  6.000  kits  for  Protes- 
tant churches.  4,000  booklets  for  Afri- 
can American  churches,  and  1,500  kits 
for  Jewish  congregations.  The  Unitarian 
Universalist  Service  Committee  has 
adapted  some  of  the  materials  for  distri- 
bution and  use  among  Unitarians. 


Barbara  Munich-Deger  of  Christ 

the  King  Cadiolic  Church  in  Madisonville, 
Kentucky,  reports  thai  churches,  schools, 
and  the  United  Wax  in  Hopkins  County 
have  formed  a  group  to  sponsor  a  cliild 
oriented  tnterfaith  service.  Children  and 
families  from  housing  projects  and  neigh 
borhoods  throughout  the  area  will  be 
transported  to  the  worship  site,  where 
children  will  create  banners  while  parents 
visit  booths  offering  information  about 
family  services.  The  worship  service  that 
follows  will  feature  puppets  and  clowns 
"The  Children's  Sabbath  is  a  gift  to  us." 
says  Munich-Deger.  "Last  winter  a  KKK 


Conferences 
Nov.  4,  1993  —  Reducing 
the  Risk,  Raleigh,  NC,  spon- 
sored by  the  North  Carolina 
Coalition  on  Adolescent  Preg- 
nancy, introduces  educators 
to  a  high  school  pregnancy 
prevention  curriculum  that 
helps  students  delay  starting 
sex,  avoid  unprotected  sex, 
increase  dieir  knowledge  of 
AIDS  and  other  STDs,  and  com- 
municate widi  dieir  parents 
about  birth  control  and  absti- 
nence. Contact  NCCAP,  1300 
Baxter  St.,  Suite  171,  Charlotte. 
NC  28204,  704-335-1313. 

Nov.  3-5,  1993  —  hands 
on!  Children's  Museum  — 
Tomorrow's  Cultural  Place, 
Berlin,  Germany,  co-organized 
by  several  European  museum 
and  education  associations  in 
cooperation  with  the  Associ- 
ation of  Youth  Museums  (U.S.). 
will  bring  together  scientists, 
educators,  artists,  and  museum 
experts  from  Europe  and  be- 
yond to  share  experiences  in 
making  children's  museums 
special  places  for  children  to 
learn  through  play  and  exper- 
imentation. Working  groups 
will  be  mainly  in  English.  Con- 
tact Randy  McKeel,  Associa- 
tion of  Youth  Museums,  c/o 
Children's  Museum  of  Mem 


march  prompted  our  churches  lo  plan 
an  ecumenical  service  to  compete  with 
die  march,  and  it  united  our  community 
The  Children's  Sabbath  gives  us  another 
project  to  work  on  ecumenically." 

For  information  about  Children  's  Sal> 
bath  activities  in  your  area,  contact  CDFs 
Religious  Affairs  Office,  202-662-3589. 

CDF's  photo  exhibit.  Outside  the 
Dream:  Child  Poverty  in  America, 
is  a  great  resource  for  raising  commu- 
nity awareness.  To  find  out  how  you 
can  host  the  exhibit  in  your  area,  call 
202-662-3607      ^£ 


phis,  2525  Central  Ave.,  Mem- 
phis. TN  38104. 901-158-2678, 
ext.  224. 

Feb.  28-Mar.  2,  1994  — 
A  System  of  Care  for  Children's 
Mental  Health.  Expanding  the 
Research  Base,  Tampa,  FL, 
features  an  address  by  former 
First  Lady  Rosalynn  Carter  and 
lectures,  symposia,  and  poster 
presentations  on  service  sys- 
tems for  youths  with  serious 
emotional  dismri^ances  and 
their  families.  Contact  the 
Florida  Mental  Healdi  Institute, 
University  of  South  Florida, 
13301  Bruce  B.  Downs  Blvd.. 
Tampa,  FL  33612-3899,  813- 
9T4-4433. 
Publications 
Voices  from  the  Future,  bv 
Children's  Express,  with  an 
introduction  byjonaiiian  K020L 
Teenage  reporters  and  editors 
talk  one-on-one  with  young 
people  who  have  been  victims, 
and  sometimes  ag<:  1 1 
lence  and  reveal  howr  children 
and  teens  in  America  internal- 
ize, rcenact,  and  survive  the 
violence  of  rheir  world.  224 
pp.  519,  plus  appropriate  sales 
tax  and  S2  shipping  and  han- 
dling. Order  from  Random 
House.  Inc.,  400  Halin  Rd.. 
Westminster,  MD  2115". 
800-733-3000. 


Eat  to  Learn,  Learn  to  Eat: 
The  Link  Between  A  utrition 
and  Learning  in  Children. 
by  the  National  Health/Edu- 
cation Consortium,  shows 
how  funding  shortages  in 
effective  government  nutri- 
tion programs  are  leaving 
large  numbers  of  children  at 
risk  of  health  and  learning 
problems  and  makes  recom- 
mendations for  change.  S10. 
Send  payment  to  the  Na- 
tional Commission  10  Pre- 
vent Infant  Mortality,  330  C 
St.,  SW,  Room  201 1.  Switzer 
Building,  Washington,  DC 
20201,  202-205-8364.  arm: 
Mia  Allmond. 

To  Love  a  Child,  by  Marianne 
Takas  and  Edward  Warner,  is 
a  guide  to  adoption,  foster 
parenting,  family  mentoring, 
and  kinship  care.  The  book 
goes  beyond  the  adoption  of 
infants  without  known  spe- 
cial needs  to  cover  nontradi- 
tional  care  for  sibling  groups, 
older  children,  children  with 
special  needs,  and  children 
needing  temporary  or  pan- 
time  care.  240  pp.  - 
Order  from  Addison-Wesley 
Publishing  Co.,  Special  Mar- 
kets Dept .  1  Jacob  Way, 
Reading.  MA  0186: 
3700,  ext  2431 
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Short  Takes 


Electronic  food  stamps 

Us  Seer 
is  encouraging  .ill  states  to  switch 
to  elet  troni<  ip  syst<  ms  instead 

i  lectronic  bene- 
:  r  (EBT)  method  not  only  helps 
the  stigma  assot  iated  with  food 
stamps,  but,  according  to  a  I   S  Depart- 
ment ol  \griculture  study  in  July,  can 

l  Ut  l  lists 

With  I  HI .  people  would  get  .i  plastic 
card  that  works  much  like  a  money-ma- 
chine card    l  he  individual  s  pi 
food  stamp  account  would  b(  debited 
.is  purcli 

Maryland  is  the  only  state  ihat  now 
has  a  statewide  I  BT  system  I  i  n 
electronic  systems  exist  in  several  states. 

Fot  a  free  •  op)  oj  the  I  SDA  study, 
ii  is  ,,i  thi  State  Initial 
Demonstrations  on  the  I  ood  Stamp 
Program,  contact  the  Office  oj  Analysis 
and  Evaluation,  (  SDA,  U01  Park 
Cuter  Dr.  Km    1007,  Alexana 
2620 


large  num 

apart  to  find  shelter,  largely  because  so 

many  shelters  arc  single  s<  s  dorms  thai 

ccommi  date  spouses  and  children 

The  policy  change  will  affect  gram 
proposals  HID  receives  beginning  in 
1994.  Regulations  reflecting  the  polio 
shift  will  be  published  in  the  lateral 
Register,  although  HI  I)  offk  ials  would 
not  give  a  date  at  press  time. 

For  mure  infonnatton,  contat  t  HI  l)\ 
Office  of  Special  Needs  Assistance  Pro- 
grants,  451  7th  si.  su.  Rm  72i 
ington,  DC  20  I  ■  1300 


Chapter  1  funds 

Unless  funding  tor  (  hapter  1  ami 
other  federal  edui  atii  >n  proj 
for  poor  children  increases,  available 

money  will  have  to  he  spread  more 
thinly  among  a  growing  population  ol 
poor  school -age  children,  the  Is   i ,,  rj 
eral  Accounting  Office  (GA<  >)  reported 
in  August. 


nli  ss  '  hapter  I  s  fund 

nged    more  re- 
sources will  go  to  the  West  and  South- 
west, where  the  greatest  growth  in  the 
total  numbei  ol  pooi  st  hool-age  children 
has  <«  i  urrecl  in  recent  years   at  the  ex- 

iunties  in  oihei  n 
gions  in  which  large  percentages  ot 

;e  children  are  poor  according 
to  the  GA( )  report  (  hapter  1  funds  help 
support  education  programs  aimed  at 
helping  poor  youngsters  at  risk  of  falling 
.,  hool  I  unds  are  distributed 
!  iased  i  'M  the  nun  I  bildren 

The  GAO  Stud}    Si  boi 
graphics  {GAt  i/HRD-93  L05BR)  also 

I  ige  population 
trends,  including  racial  ami  ethnk  make- 
up and  famirj  ch.u.u  teristi<  S 

For  a  /He  i  opy,  contact  il"  I 
eral  Accounting  Office,  I'd  !>• 
Gaithersburg    ViD  20884  601 
512-6000  Additional  copies  are  t2 
each       ^£ 


HUD  shifts  policy 

From  now  on   the  I    V  Department 
ol  Housing  and  I  rban  Development 
unding  prii  iritj  to  home- 
less shelters  that  make  provisions  to 

.  iet. in 

K  III    u  .1 


Register  voters  now! 


ing  children  and  tan 
.hi  goes  into  effect 


ihli.   and  p 


Mi: 


Mi 


Nc 


lients  in  the-  course  ol  thi 
alilornia,  (  onnecticut   the  Dis 

■o  .  Maine.  Man  land  Mi' 
\cw  v.rk  Ohio  Oregon,  Penn- 


sylvania, rexas,  ami  I  tall. 

Child  advo. .  centers  health  clinics,  and 

other  groups  serving  children  and  f.miilies  in  the  20  slates  need  only  call 
their  secretary  of  state's    iffice  to  request  voter  registration  applic 

:  out  .i^  part  of  intake  or  at  public  meetings  and 

\\  lien  tin  National  Votci  i  ■  ct  January  1,  1995, 

-Hues  welfare  departments,  and  disability  service  agen- 
■  us  ni  all  stati  s  ,\  ill  be  requii  ter  registration,  but  am  other 

ation  will  be  abli  ervi  sits  as 

"Studies  show  thai  Js  peri  i  m  ol  thi  Anuin.in  population  moves  every 
two  years  and  that  iln 

explaining  wh)  rys  lim  Dickson 

rector  At  present.  65  million  Americans  are  not  registered  lo  voti 
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Money  Talk 


The  annual  giving  fund 


An  annual  giv- 
ing fund,  un- 
like mam  i .  pes 
of  fund  raising, 
need  not  be  i  osth 
or  labor  intensive 
Even  the  small)  -i 
nonprofit  can 

Conduct  one.  A 

systematic  donor 


is  to  identify  a  cor-  of  donors 

rease  their  levels  of  support 
•  major  contributors  through 
personal  solicitation.  Some  fundraisers 
find  this  personal  "ask"  uncomfortable, 
but  it  is  the  key  to  getting  significant 
unrestricted  funds  for  your  program 

To  begin,  set  a  dollar  goal  for  your 
organization  and  link  the  annual  fund 
to  a  theme.  For  example.  CDF  recently 
launehed  its  own  annual  giving  cam- 
paign, the  Marian  Wright  Edelman  Part- 
ners for  Children. 

Next,  decide  what    premiums '  or  re- 
ward-, your  donors  will  get  for  reaching 
various  giving  levels.  Premiums  should 
remind  your  donors  of  your  organization 
as  well  as  thank  them.  Offer  premiums 
you  already  produce,  but  remember  Uiat 
recognition  —  a  donor's  name  in  your 
program,  in  your  annual  report,  or  on  a 
plaque  in  your  building  —  means  more 
to  most  than  cups  or  calendars.  The 
\  i  \n-pri  'fit  Times  warns  that  expensive 
premiums  actually  may  offend  donors. 

Depending  on  the  giving  level,  donors 
to  CDF's  annual  fund  receive  a  CDF  Re- 
ports subscription,  a  complimentary 
CDF  conference  registration,  tickets  to 
the  Annual  Benefit,  or  an  invitation  to 
an  annual  luncheon  that  includes  a  pol- 
icy briefing  by  CDF's  president  and  mem- 
bers of  CDF's  board  of  directors. 

After  determining  your  annual  fund's 
goal,  dieme.  giving  levels,  and  premiums, 


you  need  prospects  start  vvitii  your  mail- 
ing list  or  any  list  of  persons  interested 
in  v our  work  Stall  and  board  members 
also  should  help  recruit  prospects.  If 
your  resources  allow,  produce  a  promo- 
tional fact  sheet  or  brochure  describing 
your  organization's  purpose,  achieve- 
ments, your  annual  fund's  goal  us  giv- 
ing levels,  and  donor  premiums 

What  do  you  sav  when  you  call 
prospects? 


til. 


Make 


brief,  succinct. 


'  pas 
n  todi 


.Ft 


.king  a  board  member  or 
1  along  il  possible.  Be 
and  to  the  point.  Remem- 


ber, the  goal  is  t'>  personalize  your  or 
ganization.  its  work,  and  its  relationship 
with  the  donor.  Some  organizai 

meni  programs 

got  to  get  the  ask'  in 
there,    Pa  DF's  annual 

fund  direetor,  insists 

If  st.trting  an  annual  fund  seems  daunt- 
ing, ask  other  nonprofits  with  similar 
programs  for  tips.  Then  just  do  i 
off  the  ground,  an  annual  fund  can  build 
enduring  ties  to  donors.  An  am 
is  personal,  it  doesn't  cost  much,  and  it 
works.     4i£ 


Children's  Defense  Fund's 
Annual  National  Conference 

March  3-5,  1994 
Cincinnati,  Ohio 


For  more  informatv 
or  Ann  Del.  in    (20: 


.t  the  Cont'erenc 


Celebrate  children! 


The  Children's  Defense  Fund 
1994  Calendar  is  now  avail- 
able! It's  the  perfect  holiday 
gift  idea  —  and  a  year-long 
celebration  of  children. 


CDF  s  1 99  *  w  all  calendar  fea- 
tures 12  black  and  white  photo- 
graphs by  Jonathan  I  evine  that  have 
been  gently  hand-colorized.  Tt  include  s  kq 
facts  about  the  status  of  American  children  and  step 
you  can  take  to  help. 


To  order  the  calendar,  published  in  cooperation  with  Pomegranate  <  alen 
dars  &  Books,  send  S 1 2  to  CDF  Publications.  Call  Orlando  at  ( 202 1  662-36  1 3 
for  information  about  multiple-order  discounts 


,DF  REPORTS 


i  ICTOBER  1993 
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3  Facts 

You  Should  Know 
About  Childhood 

JUL 

Nonprofit  org 
U.S.Postage 

PAID 

Permit  *J3J 

Washington  D  I 

'NBUUrw 

Hunger 

9    ^# 

Children's  Defense  Fund 

1.  More  than  14  million  U.S. 
children  younger  than  18  live 
in  poverty  and  are  at  risk  of 
inadequate  nutrition. 

25  E  Street  \\\ 
Washington,  DC  20001 

Forwarding  and  return  postage  guaranteed 
Address  correction  requested. 

2.  Hungry  children  are  at  risk  of 
falling  behind  in  school.  It 
costs  about  $5,000  a  year 
for  a  child  to  repeat  a  grade. 

Printed  on 
recycled  paper 

..II  EPA 

3.  The  federal  Summer  Food  Ser- 

'""^"' 

vice  Program  helps  prevent 
childhood  hunger,  but  the  pro- 
gram reaches  only  about  15 
percent  of  the  children  who 
need  it. 

See  Special  Report,  page  5. 

Key  1993  congressional  actions 

The  103rd  Congress  is  considering  a  number  of  legislative  initiatives  for  children 
and  families  The  status  of  key  actions  is  charted  below 


Head  Start  Majorexpai  ;thcn  it's  quality,  in- 

crease the  scope  <ii  its  sen  i<  es  and  enabl 
children  to  partK  ipate 

Health.  In  enacting  national  health  reform,  comprehensive 
coverage  for  pregnant  women  and  children  and  improved 
access  to  care  should  be  top  priorities. 


Job  training  Increased  funding  lor  Job  Corps  .ind  similar 


Violence  prevention   rhe  Brady  bill  (H.R  1025 

would  require  a  5-business-da)  wall  for  handgun  pur- 
chases Other  • 


Hudgci  Reconciliation  (H  l<  2264),  including  the  Chil 
dren  s  Initiative  (investments  in  childhood  immunizations, 
familv  preservation  and  support  sen  ices  food  stamps,  and 


Status  (as    r  September^ 

House  add 

are  action 
was  expected  in  September 


pected  to  unveil  proposal 
in  late  September 


million  to 
Job  Corps.  Senate  action 
pending 

Introduction  of  omnibus 
,  nine  Nil]  including  Brady 


Signed  bj  Presiden 
tonAugusi  10 


One  step  for 

children 
this  month: 

Write  to  President  Clinton 
and  urge  him  to  put  full 
funding  for  Head  Start  in 
his  budget  for  next  year. 


CDF's  legislative  hotline  tape: 

202-662-3678 

Capitol  Hill  switchboard: 

202-224-3121 

U.S.  House  of  Representatives 

Washington,  DC  20515 

U.S.  Senate 

Washington,  DC  20510 

White  House  comment  line: 

202-456-1111 

President  Clinton 

The  White  House 

Washington,  DC  20500 
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Mr.  Stangler.  Chairman  Rangel,  what  we  have  done  is  I  have 
gone  to  the  nonprofit  community  organizations  that  we  contract 
with  for  social  services  and  said  you  need  to  carry  the  water  here 
at  the  local  level  and  stress  your  role.  We  are  limited  by  what  we 
know  at  the  grassroots  level  and  we  don't  know  what  is  achievable. 
Try  to  talk  about  waivers  at  the  grassroots  level,  it  doesn't  have 
to  be  like  this,  it  could  be  different.  But  we  have  tried  to  work 
through  the  community  organizations  to  carry  that  message  and 
then  be  invited  to  talk  about  what  is  possible. 

Chairman  Rangel.  Let  us  know  how  we  can  help  because  we 
have  got  to  get  the  information  out  there  if  we  expect  those  soldiers 
that  are  in  the  trenches  to  help  us.  They  have  to — you  know,  you 
can't  say  we  are  from  the  government,  we  are  here  to  help  any- 
more. But  if  they  truly  believe  they  have  a  chance  to  change 
things,  it  could  be  exciting  for  all  of  us. 

Mr.  Nelson.  If  I  could  just  add  to  that,  because  I  think  this  com- 
mittee and  the  Congress  as  a  whole  can  play  an  enormously  helpful 
role  if  they  begin  to  define  for  the  country  and  for  the  agencies  who 
are  administering  this  program  that  this  isn't  just  a  competition 
that  will  conclude  later  this  summer.  Rather  the  104  places  who 
will  be  designated  will  be  places  in  which  the  Federal  Government, 
State  government,  cities,  and  communities  can  enter  into  a 
multiyear  dialog  about  how  they  can  share  and  reconfigure  their 
respective  responsibilities  to  poor  communities. 

The  law  allows  the  flexibility.  It  won't  all  be  figured  out  by  June 
or  September.  I  would  hope  that  the  best  way  of  understanding 
these  enterprise  communities  are  as  "laboratories"  in  which  we  are 
going  to  learn  how  to  meet  the  human  and  economic  needs  of  poor 
people  in  this  country.  This  may  be  the  best  opportunity  we  are 
going  to  have  in  the  years  ahead  and  I  hope  we  define  it  as  an  on- 
going learning  process — not  just  as  a  contest  for  one-time-only  re- 
sources. 

Chairman  Rangel.  I  agree.  We  had  an  economist  testify  that 
they  think  they  need  human  investment  as  well  as  tax  incentive 
and  that  is  a  big  breakthrough.  Thank  you. 

The  committee  stands  adjourned,  subject  to  the  call  of  the  Chair. 

[Whereupon,  at  1:01  p.m.,  the  hearing  was  adjourned,  subject  to 
the  call  of  the  Chair.] 
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